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President Clinton’s Hope and Opportunity

for Postsecondary Education (HOPE) Act of 1997
: March 20, 1997

F

TODAY, THE PRESIDENT WILL SEND TO CONGRESS NEW LEGISLATION TO
HELP OPEN THE DOORS OF COLLEGE TO MORE AMERICANS. The Hope and
Opportunity for Postsecondary Education (HOPE) Act of 1997 -- part of President Clinton’s
five-year balanced budget -- includes a $10,000 tuition tax deduction, a $1,500 Hope Scholarship
tax credit, a substantial Pell Grant expansion and increase, a cut in student loan fees, new
educational assistance from employers, and other provisions. The new legislation provides:

7
.

$38.4 billion over five years in tax relief for middle-income families struggting to pay for
college and make ends meet.

At least $40 billion in Pell Grants over ﬁve years to provide more tuition assistance to

low- and moderate-income families, the largest increase in two decades.
$2.6 billion in savings over five years in reduced loan fees for student loan borrowers

“-- putting more money into the hands of students when they pay tuition bills and other

college expenses.

Financial support for worker training through the tuition deduction and the extension
of the tax-free treatment of up to $5,250 per employee in employer- prov1ded educational
assistance.

_ OVER 250 COLLEGE PRESIDENTS EXPRESS SUPPORT FOR THE PRESIDENT’S
HIGHER EDUCATION PLAN. Already, over 250 college presidents -- representing
community colleges, public and private colleges and universities -- have expressed support for the
President’s higher education initiatives.
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NEW STATE-BY-STATE ANALYSIS SHOWS EVERY REGION OF THE COUNTRY
BENEFITTING FROM THE HOPE ACT. For the 1998-99 academic year, these proposals
will provide nearly $1.7 billion in Federal benefits for students in California, and over $300 million
for students in Virginia.
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Highlights of the
Hope and Opportunity for Postsecondary Education (HOPE) Act of
' 1997

MOUN

Title I: Higher Education Tax Incentives

Service: Loan

loan forgiveness and for borrowers
who repay through the income

years.

HOPE Up to $1,500 per-student tax credit $18.6 billion over five Expected to help 4.2 mill
Schgiarship for lUl(lGn aﬂd fees [l.:l' S[U.d(:tll‘s ﬁfs‘ vears. in 1998
Tax Credit vear and another §1,500 in the )
redi second year if student carns at ieast
a B- average. ) . L
£10,000 Tax Phases up from $5,000 in 1997 toa” | $17.5 billion over five Expected (0 help 8.1 mill
Dedicction for $10,000 mqsimum deduction in years. i 1998
Higher 1999 for tuition and fecs. Also
Education and | vailable for training and lifelong
Training learning.
Tax-Free Families with incomes up to Education specific Combined with tax dedug
Education $100,000 would be cligible for IRAS, | ¢iinates not available. | fOF education w1lll flcvert
N and could make penalty-free : make over 20 million fan
Savings _ ‘ _

: withdrawals for higher education. for such a benefit.
Educational Extends tax exclusion for_ $2.4 billion between Benefits 1.7 million empl
Assistance employer-provided education 1997.2001 .

from Employers assistance through 2000, for both:
_ ' undergraduate and graduate
education. Also provides lax credit
10 small businesses.
Community Tax relief (or community service $15 million over five Not available.

Forgiveness conlingent repayment plan for 25
years.
Title II: Financial Aid for Needy Students
Pell Granit Largest increase in two decades -- At least $40 billion over | Over 3.6 million students
Increase and from $2,700 in FY97 to $3,000 in five years. $1.7 billion will reccive an increase u
Expansion FY98. Combined with the FY97 more in 1998 than the This increase will also m
increase, the maximum grant has FYO7 appropriation --a | addilional 130,000 famili
increased $330 since FY96. 25% increase in aid. the grant,
Pell Grant Increases eligibitity for older, $3.9 billion over five An additional 218,000 lo
Expansion for | low-income students to receive a years. studenis generally aged 2
Older, Low- Pell Grant. be newly eligible for Pell
Income new recipients will recei

Students

a grant of $1,431.
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Cut in - Cuts loan fces from 4% to 296 on $2.6 biltion in savings Loan fees will be cut in h

Student Loan necd-based Stafford loans -- and to for borrowers over five million low- and middle-

1 Fees 3% on other leans for students and years . students, and by a quarter
paremns. ' ntillion other loans.

*The IRA preposal is not part of the HOPE Act but will be transmitted to Congres.s separately.
Summary of the Hope and Opportunity

for Postsecondary Education (HOPE) Act of 1997
March 20, 1997

Today's employers look for job applicants with more than a high school diploma. Since the
success of the post-World War 11 GI Bill, the Federal Government has expanded coliege aid,
making it possible for more Americans to attend college. But for too many, the financial strains
of continuing their education are still severe. The President's Hope and Opportunity for
Postsecondary Education (HOPE) Act of 1997 ensures that these barriers to higher education
continue to fall for all Americans and provides tax relief for middle-income families struggling to
pay for college.

Title I: HIGHER EDUCATION TAX INCENTIVES
HOPE Scholarship Tax Credits | -

. “Up to a $1,500 per student credit for tuition and fees for course work beginning on or
after July I, 1997. ' '

. Credit can be claimed in two tax years for any student who has not finished 13th and 14th
years of education. ' ' -

. The tax credit is expected to help 4 2 million students (1998), and would save families
$18.6 billion over five years.

The non-refundable tax credit is available for students enrolled on at least a half-time basis during
the first two years of postsecondary education. The credit may be claimed in no more than two
years. To receive the credit for the second time, the student must have at least a B minus grade
point average in course work completed before that year. Federal grants (but not loans or
work-study) generally would reduce the allowable tax credit. No credit would be available for
any student convicted of a drug-related felony. '

The éredit would be phased out for taxpayers filing a joint return with adjusted gross income
between $80,000 and $100,000. For taxpayers filing single and head-of-household returns, the
credit would be phased out for adjusted gross income between $50,000 and 70,000. (The
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phase-out ranges and the amount of the credit would be indexed).

Tax Deduction for Higher Education and Training

. $10,000.per family maximum deduction for lifelong leamfng ($S;000 maximum in 1997
and 1998). '
. Available for job training and re-training, in addition to traditional uhdergraduate and

graduate education.

. Deduction is "above the line” -- available even if the taxpayer does not itemize.
. Expected to help 8.1 million students (1998), and would save families $17.5 billion over -
five years.

The deduction could be claimed for out-of-pocket tuition and fees paid for any student enrolled at
least half-time in a degree or certificate program, including graduate programs, at an eligible

postsecondary institution. In addition, the deduction would be available for the cost of training ---

whether or not it leads to a degree -- that helps the student, clder worker, or job-seeker improve
or acquire job skills. A student in the first two years of postsecondary education could choose
either the credit or the deduction, but not both. The deduction phases in, beginning with a $5,000
maximum per family for payments made after December 31, 1996 to cover course work beginning
on or afier July 1, 1997. It increases to a $10,000 maximum deduction beginning in 1999, The
deduction would be phased out at the same income levels as the credit.

Tax-free Education Savings*

. Families with incomes up to $100,000 would be eligible for IRAs, and could make
penalty-free withdrawals for higher education.

. Combined with tuition deduction (above), the IRA savings spent by middle-income
families on tuition and fees would never be taxed.

* As part of his balanced budget plan, the President has proposed a number of changes to IRAs
to make it possible for families to use them to pay for education tax-free. Although the specific
legislation providing for these changes is not included in the HOPE Act, it will be transmitted to
Congress soon. '

The President's budget plan would allow IRAs to be used for postsecondary education expenses
free from early withdrawal tax penalties, and would make over 20 million families eligible to make
tax-deductible IRA contributions. Currently, if an individua! (or spouse) already participates in an
employer's retirement plan, eligibility is phased out for taxpayers filing a joint return with adjusted
gross income between $40,000 and $50,000 (between $25,000 and $35,000 for single filers). The
proposal would expand the phase-out ranges for 1997 through 1999 to $70,000 to $90,000 for
joint filers ($45,000 to $65,000 for single). Beginning in 2000, the phase-out range would match
the ranges described for the higher education tax credit. The proposal would also create a special
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IRA that could be used to save for education and other needs, subject to the same income limits.
Educational Assistance from Employers

«  Extends tax exclusion for employer-provided education assistance (Section 127) through
- the year 2000, for both undergraduate and graduate education.

. Tax credit to encourage small businesses to offer educational assistance to employees.
. Benefits 1.7 million employees a year.

The current exclusion from an employee's income of up to $5,250 per year of postsecondary
educational assistance provided by an employer expires this year, and expired for graduate-level
assistance last year. The President would extend the exclusion, and reinstate the graduate-level
component, through the year 2000. In addition, for 1998-2000, small businesses would be given
a new incentive to provide educational assistance to their employees through a ten-percent tax
credit for amounts paid under an employer-provided educational assistance program for education
provided by a third party. '

Community Service: Loan Forgiveness

. Tax-free loan cancellation for public service and forgiveness under the income contingent
repayment plan.

Under current law, a charity or private educational institution that forgives a loan as part of a
program that enables graduates working in certain professions (such as rural medicine or
teaching) to pay off their student loans through community service must report the loan
forgiveness as income to the graduate. This proposal would exclude the loan forgiveness from an
individual’s income and clarify that the same treatment would be provided for forgiveness under
the income contingent loan repayment plan for direct loans.

Title II: FINANCIAL AID FOR NEEDY STUDENTS
Pell Grant Increase and Expansion

. Largest increase in Pell Grants in two decades.

. $300 boost in the Pell Grant maximum, to a $3,000 maximum award. Since FY 1996, the
maximum award will have increased $530.

. A 25 percent funding increase over last year -- $1.7 billion more than the FY 1997
~ appropriation.
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. 3.6 million students now receiving Pell Grants wi]]-be eligible to receive an increase of up
to $300. The increase will make 130,000 more moderate-income families eligible for the
grant.

. Older student provision will make Pell Grants available to additional 218,000 low-income

students generally aged 24 or over.
. With these changes, the number of Pell Grant recipients will exceed 4 million in FY 1998
. At least $40 billion available for Pell Grants for needy students over five years.

Pell Grants are the foundation of student aid for low- and moderate-income families. Increasing
the maximum award to $3,000 provides more aid to.currently eligible students, and makes an
additional 130,000 students eligible for the grants. In addition, the proposal would increase the
eligibility of older, low-income students. With this change, more low-income students who are 24
years old or older and financially independent from parents would receive a Pell Grant. Pell
Grants are particularly beneficial for low-income students who have little or no tax liability
because of the high award level and its availability for all four years of undergraduate education.

Cut Student Loan Fees and Interest

. Borrower-paid loan fees cut in half for 4 million low- and middle-income students, and by
a quarter for 2.5 million other loans to student and parent borrowers.

. $2.6 billion in borrower savings over five years produced by the fee cut alone.
. Interest rate durmg in- school period cut for 2 million students, saving them an additional
$1 bl]]lon

Before 1993, borrowers lost up to 8 percent of their student loans in required fees before the
money ever reached them, In 1993, the President's aggressive student loan reforms spurred a 50
percent cut in allowable fees that has already saved families nearly $2 billion.  The President's plan
proposes -- for both the Direct and guaranteed loan programs -- to cut loan fees from 4 percent to
just 2 percent on need-based Stafford loans, and to 3 percent on other loans for students and
parents.

The Congressional Budget Office and other analysts have noted that lender costs during the
in-school period -- when students are not required to make payments on their loans -- are very
low. The budget reduces the interest rate during that period by one percentage point.

The proposal provides these benefits to students while saving taxpayers $3.5 billion over five
years by streamlining the guaranty agency system to make it more efficient and cost effective and
by eliminating excess lender profits.
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College Work-Study*
. Budget funds 1 million College Work-Study slots by the year 2000.
. Incentives to reach the goal of 100,000 work-study reading tutors by 1999,

The President’s 1998 budget also increases aid for students through subsidized jobs in the College
Work-Study program. The President has called on colleges to commit half of the increased
funding since FY 1996, $120 million for FY 1998, to supporting community service jobs. The
Secretary of Education recently waived the institution's required portion of the awards for
students that participate as reading tutors -- part of America's Reading Challenge, helping to
ensure that every child can read independently and well by the end of third grade. The President's
budget is on a path to achieve the President’s goal to raise the number of Work-Study recipients
to a million by the year 2000, and 100,000 reading tutors by 1999,

* College Work-Study proposal is included in the President's budget request and appropriations
language but not in the HOPE Act.
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Case Studies:
How the President’s Higher Education Proposals
Benefit Typical American Families

Two Examples of How to Save for College Tax-Free

Taken together, the Administration's proposal to ailow penalty-free withdrawals from
IRAs for college tuition and the tuition tax deduction allow families to save tax—free for
their children's education. Families pay no income taxes on money they contribute to
an |RA, and the interest accumulates tax-free. Under the Administration's proposal,
families would be allowed to withdraw money from their IRA to pay higher education
expenses without paying the usual excise tax. And because they can deduct tuition
expenses of up to $10,000 per year from taxable income, they will not have to pay the
income tax normally due on IRA withdrawals. This adds up fo rax—free saving for
college:

The following examples demonstrate. how the Administration's proposals help families
save for their children's college tuition:

Example.1
$35,000 Family Income

A family with combined income of $35,000 per year in & 16% marginal tax bracket -
saving for college expenses of $10,000 per year for 4 years. The famliy earns an 8%
annual return, - :

Il Under the Administration's proposal this family wouid need to put $955 per year
in before tax savings into an [RA for 18 years,

~ Without the Administration's proposal, the same family would need to put
away almost $1,090 per year after faxes. That means that they need to
earn more than $1,280 per year before taxes, a difference of $325 per
“year to reach the same savings goal.

Example 2
- $60,000 Family Income
A family with combined income of $60,000 per year in a 28% marginal tax bracket

saving for college expenses of $10,000 per year for 4 years. The family earns an 8%
annual return, - :
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Under the Administration's proposal this family wouid need to put $955 per year
in before~tax savings into an IRA for 18 years.

Without the Administration's proposal, the same famity would need to put away
$1,220 per year after taxes. That means that they need to earn nearly
$1,700 per year before taxes, a difference of almost $750 per year to
reach the same savings goal.

Four Examples of How the HOPE Act Works

The tax liabilities used in the following four examples are based on the personal exemption,
standard deduction and the beginning point for the 28 percent rate bracket assumed to be in
effect in 1998, the first year the increased Pell Grants will be available under the President’s
proposal. Under the proposal, the maximum tuition deduction for 1998 is $5,000. It is
310,000 for years thereafter. Tax liabilities are estimated on the assumption that itemized
deductions of 18 percent of adjusted gross income are claimed if that amount exceeds the
standard deduction. -

Example 3
$60,000 Family Income
Married Couple With One Child in College
1998 Benefit: $1,500

Larry and Jill O’Neill are a married couple with two children. Larry and Jill earn $60,000 in
1998. They claim both children as dependents because they provide more than half of their
support. Bobby, the O’Neills’ older child, enrofls as a freshman in a community college in the
fall of 1998 and is charged $1,500 in tuition and required fees. Bobby’s parents pay his
tuition. Under the President’s proposals, the Q’Neill are entitled to a HOPE Scholarship
tuition credit of $1,500. (Because a credit is being claimed for Bobby’s freshman year, his
grade point average does not affect his eligibility for the credit.) The credit reduces their tax
hability by $1,500. Thus, the O’Neills get a total benefit of $1,500 from the President’s
proposals. :

Without the President’s Proposals - ~ With the President’s Proposals
Tuition cost: $1,500 Tuition cost: $1,500
Pell grant: $0 . Pell grant; 30
Tax liability: $5,760 _ Tax liability: $4,260
Example 4

$10,000 income
. Independent College Student



| edsummig.doc

Page 11

1998 Benefit: $3,458

Joe Jefferson is a college freshman in the fall of 1998. He is single and supports himself.
He earns $10,000 in 1998. In September 1998, Joe enrolls in college and pays $3,025 in
tuition and required fees for the fall semester. In December he is charged $3,025 in tuition
and fees for the spring semester. Under the President’s proposals, Joe is entitied to a Pell
grant of $3,000 that he uses to pay part of his tuition. He pays the remaining $3,050 with
a combination of savings and loans. Under the President’s proposals, he is entitled to a
tuition deduction for his $3,050 payment. The deduction reduces Joe’s tax bill by $458,
which is more than his total tax liability for the year. Thus, Joe gets a total benefit of
$3,458 from the President’s proposals, $3000 in Pell Grants and $458 in reduced
taxes.

Without the President’s Proposals With the President’s Proposals
. Tuition cost; $6,050 .~ Tuition cost; $6,050
Pell grant: $0 Pell grant: $3,000
Tax liability: $458 (less $3 EITC) . Tax liability: 30 (plus $3 EITC refund)
Example §
$30,000 Family Income

Married Couple with One Child in College
1998 Benefit: $1,050

Victor and Susan Montoya are a married couple with one child, Maria. Tom and Susan
earn $30,000 in 1998. They claim Maria as a dependent because they provide more than
half of her support. Maria attends college for two semesters in 1998 and is charged
$6,850 in tuition and required fees at the beginning of the year. Under the President’s
proposals, Maria receives a Pell grant for $1,850. Her parents pay $1,000 of her tuition.
She pays the rest of the tuition bill with a combination of savings and loans. Under the
President’s proposals, the Montoyas are entitled to a tuition deduction for the $5,000 their
family has paid in tuition and required fees. The deduction reduces the Montoyas’ tax bill
by $750. Thus, the Montoyas get a total benefit of $1,050 from the President’s
proposals, $300 in additional Pell Grants and 3750 in reduced taxes.

Without the President’s Pfonosa!s With the President’s Proposals
Tuition ¢cost: $6?850 Tuition cost: $6,850
Pell grant: $1,550 Pell grant: $1,850
Tax hability: $2,220 - : ' Tax liability: $1,470
Example 6

$90,000 Family Income
Married Couple With Two Children in College
1998 Benefit: $1,450
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Paul and Debbie Green are a married couple with two children, David and Barbara. Paul
and Debbie have income of $90,000 in 1998 (including income from an JRA withdrawal,
described below). They claim David and Barbara as dependents because they provide
more than half of their support. In 1998, David is enrolled in college for the second
semester of his junior year and the first semester of his senior year. Barbara is enrolled in
the second semester of her freshman year and the first semester of her sophomore year.
At the beginning of 1998, Barbara has a B+ grade point average. David’s bill for tuition

~ and requiréd fees is $5,000, and Barbara’s is $1,500. Paul and Debbie pay their children's

tuition and required fees with a combination of savings, including $2,000 they withdraw
from their IRAs, and loans. Under the President’s proposals, they avoid any penaity for
early withdrawal from their IRAs, and they are entitled to a credit of $750 for Barbara’s
tuition and a deduction of $2,500 for David’s tuition. (Because their income places them
in the middle of the $80,000 to $100,000 phase-out range, they claim half the maximum .

~ credit and deduction.) The credit and the deduction reduce their tax liability by $1,450.

Thus, the Greens get a total benefit of $1,430 from the President’s proposals.

Without the President’s Proposals With the President’s Proposals
Tuition cost:  $6,500 _ Tuition cosi: $6,500
Pell grant: $0 Pell grant: $0

Tax liability: $12,128 : Tax liability: $10,678

Penalty for early withdrawal: $200.
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COLLEGE AND UNIVERSITY PRESIDENTS SUPPORT
PRESIDENT CLINTON'’S HIGHER EDUCATION INITIATIVE

Already, over 250 college presidents -- representing community colleges, public and private
colleges and universities -- have expressed support for President Clinton’s higher edncation
initiatives. |

70 community college presidents and 280 community college trustees signed the American
Association of Community Colleges and Trustees letter of support for the President’s
higher education initiatives

105 private college presidents joined the president of Dickinson College in signing a letter of
support for the President’s initiatives

23 California State University presidents joined the Chancellor of the California State
University System in a letter of support for the President’s initiatives

63 Christian college presidents signed the Coalition for Christian Colleges & Universities _
letter commending the President for his higher education efforts

The American Council on Education Board of Directors, which represents 1,700 college and
university presidents, passed a resolution in support of the President’s initiatives

The National Association of Student Financial Aid Administrators, representing over 3,100
colleges and universities, expressed support for the President’s initiatives
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Explanation of State-by-State Tables

Table 1 - Benefits to Students under the HOPE Act

The first column provides the total estimated Pell Grant funding in the 1998-99 academic year -

for students attending postsecondary institutions in the State.

The second column provides the total estimated reduction in taxes (as a result of the HOPE
Scholarship and the higher education tax deduction) in the 1998 calendar year for students
attending postsecondary institutions in the State.

The third column provides the total estimated reduction in loan fees in the 1998-99 academic
year for students and parents attending postsecondary institutions in the State.

The final column is a total of the first three columns: the total benefit for students in the

‘State.

Table 2 -- Pell Grant Benefits to Students

For students attending postsecondary institutions in the State in the 1998-99 academic year:

. the first column shows the number of Pell Grant recipients;

. the second column shows the increase in the number of recipients over the
previous year,

. the third column shows the total Pell Grant funding; and

. the fourth column shows the increased Pell Grant funding over the previous year.

Methodology of State-by-State Analysis

Pell Grant Budget Authority for Academic Year 1998-99
Estimates are based on 1998-99 Pell Grant projections, adjusted by the 1994-95 academic
year distribution of Pell recipients and funding among different States. '

Combined Tax Benefits for Calendar Year 1998

Using a nationally-representative sample of postsecondary students, we first determined the
likelihood of a Pell and non-Pell recipient receiving a tax benefit. Using these data and the
Pell Grant distributions discussed above, we estimated the number of students that would
receive a tax benefit in each state. We then used this relative distribution of tax beneficiaries
to allocate calendar year 1998 benefit amounts ($5.9 billion) among the States.

Cuts in Student Loan Origination Fees for Academic Year 1998-99

Estimates are based on projected loan amounts and number of borrowers for academic year
1998-99, and the historical distribution of loans by State. Two percent of Stafford
(subsidized) loan volume and one percent of unsubsidized loan volume equal the estimated
student savings by State.
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A | B | C D

1 fits to Students under the President's

2 | FY1998 BudgetPolicy | |

3 (Recipients in thousands, dollars in miliions)

4 Total Pell Increase in

3 Recipients in Pell Recipients

6 Award Year From Award

7 State : 1998-99 Year 1997-98

8 Alabama AL 79.3 6.9

-9 Alaska AK 4.6 0.4
10. | Arizena o _ AZ 72.7 8.3
11 | Arkansas AR 391 3.4
12 | California CA 431.6 37.5
13 | Colorado CcO 53.7 47
14 | Connecticut CT 26.9 2.3
15 | Delaware ' DE B.1 0.5
16 | District of Columbia DC 10.6 0.9
17 |Florida FL 189.5 16.4
18 | Georgia GA 99 8.6
19 [Hawaii - HI 7.7 0.7
20 |Idaho ID 21 1.8
21 | lllinois IL 140.7 13
22 |Indiana IN 774 6.7
23 |lowa 1A 51.8 .45
24 | Kansas KS 45,2 3.9
25 | Kentucky KY 65.2 5.7
26 | Louisiana _ LA 86.2 7.5
27 | Maine ME 15.2 1.3
28 | Maryland MD 55.1 4.8
29 | Massachusetts MA 821 71
30 | Michigan MI 138.8 12
- 31 | Minnesota MN 73.9 8.4

32 | Mississippi MS 54.8 4.8
33 | Missouri MO . 80.5 7
34 |Montana MT 17.5 1.5
35 |Nebraska NE 29.3 2.5
36 | Nevada NV © 91 0.8
37 | New Hampshire . NH 13.2 1.1
38 | New Jersey _ NJ 75.7 6.6
39 | New Mexico NM 337 2.9
40 | New York NY 369.5 321
41 | North Carolina NC 859 75
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]
2
3
4 ~ Totai Pell Increase in

5 Budget Authority - 1998 Pell
6 in Award Year Budget Authority
7 1998-99 from 1997
8 - $144.2 $324|
9 8.7 1.9
10 - 135.8 30.5
1" 76.3 17.2
12 873.8 196.4
13 98.2 221
14 47.2 10.6
15 10.4 2.3
16 19.8 4.5
17 358.5 80.6
18 168.8 37.9
19 14.5 33
20 40.8 . 9.2
21 275.1 61.8
22 138.0 3.2
23 83.0 - 20.9
24 82.3 18.5
25 125.6 28.2
26 175.9 38.5
27 . 281 8.3
28 - 99.0 223
29 183.1 344
30 248.7 55.9
a1 128.9 29.0
32 111.4 250
33 146.5 329
34 342 7.7
35 50.4 11.3
36 15.9 3.6
37 235 53
38 145.5 327
39 64.6 14.5

- 40 744.6 167.3
41 157.4 |

35.4
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A B
42 | North Dakota . ND 15 1.3
43 | Ohio OH . 158.3 137
44 | Okiahoma OK 67.8 59
45 | Qregon OR 40.5 | 35
46 | Pennsylvania PA 156.4 13.6
47 | Puerto Rico PR 180.5 15.7
48 | Rhode Island R 17.9 | 1.6
49 | South Carclina sC 53.1 46|
50 | Scuth Dakota“ sD 16.2 1.4
51 | Tennessee ™ 727 6.3
52 |Texas TX 266.4 231
53 |Utah uT 46 4
54 | Vermont vT 9.3 0.8
55 | Virginia VA 79.4 6.9
56 | Washington WA 69.6 6
‘57 | West Virginia WV 29.7 26
58 | Wisconsin Wi 64.5 56
59 | Wyoming WY 8.7 0.8
80 | Outlying Areas B 0.5
61 TOTAL |Total 4,009.4 348
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42 28.4 6.4
43 288.4 84.8
44 129.8 28.2
45 - 748 16.8
46 294.7 66.2
| 47 4123 92.7
48 32.2 72|
49 9431 21.2
50 289 | 6.7
51 136.9 30.8
52 495.7 111.4
53 82.1 18.4
54 16.2 3.6
55 143.8 32.3
56 - 132.7 29.8
57 59.2 13.3
58 115.7 | 260 |
59 16.1 3.8
80 12.1 2.7
61 $7,635.0 $1,716.0
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AMERICA’S HOPE SCHOLARSHIPS

A TAX CUT TO MAKE 14 YEARS OF EDUCATION THE STANDARD FOR ALL

June 4, 1996

PRESIDENT CLINTON ANNOUNCES THE HOPE SCHOLARSHIP PLAN TO MAKE 14
YEARS OF EDUCATION -- AT LEAST TWO YEARS OF COLLEGE -- THE STANDARD
FOR ALL AMERICANS. President Clinton’s HOPE Scholarship Tax Cut makes clear that 2 years
of college should be as universal as high school and builds on his comprehensive program to guarantee
that a college education is both accessible and affordable to all Americans at any time in their life. To
further this guarantee, the President announced the following proposals:

NEW AMERICA’S HOPE SCHOLARSHIP TAX CUT -- Guarantees 2 Years of Tuition
at the Average Community College for Any Student Who Earns a B Average. Modeled on
the successful Georgia HOPE Scholarship program, this new proposal provides all students with
a $1,500 refundable tax credit for full-time tuition in their first year ($750 for half-time), and
another $1,500 in their second year if they work hard, stay off drugs, and earn at least a B
average in their first year. This $1,500 tax credit will pay for more than the full cost of tuition
at the national average-priced community colleges -- and a downpayment at more expensive
four-year schools. '

$10,000 Tax Deduction for All Education and Training. The President maintains his
$10,000 tax deduction for tuition for college, graduate school, community college, cértified
training and technical programs. This encourages lifetime investment in higher education.

Scholarship Increases (Pell Grants) for Lower-Income Students: The President: announced
that his balanced budget plan increases Pell Grants each year. Indeed, the maximum Pell Grant
award will increase by 33% from fiscal 1995 to fiscal 2002. The proposed increase in fiscal -
1997 is the largest in the program’s 25-year history.

BUILDS ON PRESIDENT’S PLAN FOR GUARANTEED ACCESS TO COLLEGE. The above
initiatives build on the President’s plan to guarantee that college is both accessible and affordable to
every person -- through loans with pay-as-you-can repayment, grants, scholarships, and work study.

With the increased Pell Grant program support, students have access to up to $5,100 in Pell
Grants and student loans for their first year in college, and much more in future years.

The new Direct Student Loan program enacted as part of the President’s 1993 Economic
Plan is allowing millions of students to borrow in a simpler, less bureaucratic way, and to pay
back their loans as a share of their income, and part of the savings from Direct Lending w111 be
returned to students in the form of lower interest payments on their loans.

e New Direct Loans With Pay-As-You-Can Option: Will account for 50% of loans

* National Service — AmeriCorps: 30,000 students earning up to $4,725 for service

¢ Pell Grants: Provides for 7-year expansion, increasing maximum award to $3,128 in 2002

+ $10,000 Education Deduction: 16.5 million students pet deduction for their tuition

* Work Study Expansion: Proposes expansion to 1 million participants by FY2002

* Honors Scholarships: Proposes $1,000 scholarship for top 5% of every high school class

» IRAs for Education: Proposal allows penalty-free withdrawals for education

o Skill Grants: Proposed $2,600 Skill Grants to enable dislocated workers to get needed skills

1
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BACKGROUND ON HOPE SCHOLARSHIPS -

Overview. Currently, millions of Americans have access to college through Pell Grants
and the federal student loan program, including the President’s Direct Student Loan
program, but the average student with loans now graduates $10,000 in debt and many more
may not go on to college because they are reluctant to borrow so much money. The annual
cost of a public college increased from 9% of the typical family’s income in 1979 to 14%
in 1994, [Education Department, 1996] The President’s HOPE Scholarship Plan makes it clear
that two years of college should be as universal as high school, and builds on his '
comprehensive program to guarantee that a college education is both accessible and
affordable to all Americans at any time in their life.

Guaranteed Average Tuition For Two Years of Community College: The HOPE
Scholarship Plan will ensure that students can get up to a $1,500 refundable tax
credit, a Pell Grant, or a combination for tuition in their first year after high school,
and another $1,500 in their second year if they work hard, stay off drugs, and earn
at least a "B” average. This $1,500 credit is $300 above the national average
community college tuition and would make tuition free for 67% of all community
college students. It would enable states that set tuition within $300 of the national
average fo make community college tuition free for every student. The credit would
be indexed to inflation each year to protect its value.

$1,5060 For The First Two Years At Any College For Students Who Earn At
Least a B Average: While the HOPE Scholarship tax credit is priced to pay for the
full cost of two years of community college tuition for studets who eamn at least a
"B" average in their freshman year, the $1,500 credit can be applied to tuition at any
college, from a two-year public community college to a four-year private college.

-This $1500 tax credit will be a substantial downpayment for parents sending thelr

children to colleges with higher tuition.

$750 for Half-Time Students: The HOPE Scholarship Tax Cut is designed to assist
parents and current workers who want to further their education. Those who can
only go to school half-time because of their job or parenting obligations, are eligible
for a $750 refundable credit per year until they have completed two full years of
college. The "B" average requirement also applies to half-time students.

Includes 1-Year Certificate Programs: Students at training and technical
programs eligible for Pell Grants under Title IV of the HEA are also ellgzble HOPE
Scholarships. : .

Interaction with the $10,000 Education Tax Deduction: Students would receive
either the HOPE scholarship or the $10,000 tax deduction in any year. Eligible
students in their first two years or their parents can choose between either the Hope
Scholarship or the deduction. The deduction is up to $10,000 a year per family.
The credit is $1,500 per student.



Costs: The HOPE Scholarship Plan is fully paid for within the President’s balanced
budget plan. The President’s initial proposal for a $10,000 deduction cost $35
billion over six years. The new proposal, with the $1,500 tax credit, costs $42.9
billion over 6 years. To offset this increase, the Administration proposes to reduce
sales source rule benefits, apply an mtematlonal departure fee, and auction radio

- .DARS spectrum.

In addition, the $10,000 deduction is also more targeted by conforming the income
limits to match the income limits for the proposed expanded IRAs. The deduction
had been phased out for joint filers with income between $100,000 and $120,000,
and for single filers with income between $70,000 and $90,000. It will now be
phased out for joint filers with income between $80,000 and $100,000, and for
single filers with incomes between $50,000 and $70,000.

"B" Average: To remain eligible for the credit, students must earn at least a "B"
average or a 2.75 grade point average in their first year of college or post-secondary
school. Based on the National Post-Secondary Student Aid study, more than half of
students earn a 2.75 avcrage or better.

Students Must Stay Drug—Free:' A student is ineligible if, in accordance with the
Drug-Free Post-Secondary Education Act of 1990, he or she has been convicted of
committing certain felony offenses involving marijuana, controlled substances or
dangerous drugs.

Administration: Administrative issues such as the timing and delivery of the tax
credit will require consultation with states and schools to ensiife that the plan
provides maximum flexibility and efficiency and local control rather than top-down -
administration. The Treasury Department and Department of Education will work
with Members of Congress, Governors, school superintendents, and college financial
aid administrators to design the most flexible and efficient system, and to ensure
against excesswe and abusive tuition increases.

Challenge to States. The President is challenging states to build on the HOPE
Scholarship Plan by following Georgia’s lead and making scholarships available for
- four years of college for students who maintain a "B" average. The President is also
challenging the 17 States that set tuition above $1,500 to reduce costs so that with
the HOPE Scholarship tax cut, community college will be free for every student.



'_ Peyi_n'g" For America’s HOPE Scl-lolars'hip Tax Cut -

Balanced Budget Framework. The President’s new America’s HOPE Scholarship Tax Cut
proposal is completely paxd for with specific budget savmgs 50 that the President’s overall plan

contmues to reach balance in fiscal year 2002.

Current Education Tax Deduction: $35 Billion FY 1997-2002. The President’s current
education tax cut - $10,000 deduction -- costs $35 billion over 6 years (FY 1997-2002) and is
paid for within the balanced budget plan that has been certlﬁed as rcachmg balance in 2002 by

the Congressnonal Budget Office.

New Proposal: $42.9 Rillion FY 1997 2002. The new combmed proposals would be $42 9

billion. The breakout of these costs are as follows:; .

FY 1997-2002 Cost

America’s HOPE Scholarshlp Tax Cut

$25.1 Billion

$10,000 Education Tax Deductlon

$17.8 Billion

TOTAL COST

$42.9 Billion

The additional $7.9 billion i'n'oet h_ew costs are paid for with speci'f% savings listed below:

A1

FY1997-2002 Savings

Reduction of Sales Source Rule Benefits

$3.5 Billion

[nternational Departure Fee

$2.3. Billion

Aucﬁon Radio DARS Spectrum

" $2.1 Billion

TOTAL SAVINGS

- $7.9 Billion

NOTE:  While the President’s new America’s HOPE Scholarship Tax Cat has gross costs of $25.1
“ billion over FY 1997 to 2002, the net increase in the President’s overall education tax cut is
only $7.9 billion because of savings that take place in the President’s $10, 000 educatlon tax

deduction.

. Most of those savnngs ($10.7 billlon) come from fam111es choosmg thie HOPE tax credit

over the $10 000 educatlon tax deduction.

. The remammg savings ($6 5 billion) come from lo\nfering the phase out income limits
for joint filers from $120,000 to $100,000 to conform to the Admlnlstranon s expanded

. IRA proposal.



BACKGROUND ON NEW SAVINGS MEASURES

SAVINGS
REDUCTION OF SALES SOURCE RULE BENEFITS $3.5 RBillion
(FY 1997 - 2002)

Description: The proposal would limit the ability of multinational corporations to decrease
their U.S. tax liability inappropriately, by reducing the amount of export sales income that
they may treat as derived from foreign sources. Under current law, the sales source rule
generally permits multinational corporations that also exports U.S. products to treat half of
their export profits as income from sales activities, and therefore as foreign source income,
even though the economic activity that produced the export profits may have occurred
entirely within the United States. The source of income is relevant to the determination of a
U.S. taxpayer’s foreign tax credit. By increasing the amount of income treated as foreign
source, a taxpayer with "excess" foreign tax credits can increase its utilization of foreign tax
credits and therefore pay less U.S. tax on the same income. The sales source rule of present
law provides generous tax benefits to U.S. exports that also conduct foreign manufacturing or
other high-taxed foreign operations, but provides no benefit at all to U.S. exporters: that '
conduct all their business activities within the United States. The proposal would reduce the
percentage of export profits that generally 1s treated as sales (and thus foreign) income from
50 percent to 25 percent : .

The provnslon would be effective for taxable years beginning after the date of enactment.
a
SAVINGS

AUCTION RADIO DARS SPECTRUM : ' . $2.1 Billion
(FY 1997 - 2002) :

Description: This savings proposal would auction 25Mhz of spectrum currently reserved for
digital audio radio services (DARS) for subscription based wireless services. The FCC had
originally allocated 50 Mhz for DARS, which would provide 4 channels of a national,
- subscription-based radio service. Due to interference problems with Canada, DARS would
-be allocated 2 channels instead of 4, freeing up 25 Mhz for auction. The revenues of
auctioning 25 Mhz of spectrum are estimated at $2. lB by CBO and OMB. These auctlons
could be done in any year. ,

SAVINGS |
INTERNATIONAL DEPARTURE FEE ' ' $2.3 Billion
(FY 1 997 2002) .

Description: The President’s FY '97 Budget assumes that the currehtly expired aviation
excise taxes, including the $6 per passenger international departure fee, will be reinstated in
~ August, 1996. This offset proposal would increase the per passenger tax form $6 to $16.



BACKGROUND ON PELL GRANT INCREASE

Overview. The Pell Grant is the main federal grant that allows millions of low-income and
middle class families to have access to college. Despite the fact that the President’s budget
. contains well over $200 billion in discretionary cuts over 7 years, the President’s balanced
budget builds in a 33% increase in the maximum Pell Grant award from FY1995 to
FY2002.

. $2 Billion Program Deficit Eliminated. The projected 32 billion Pell Grant
program deficit was ellmmated within the ﬁrst two years of the Clinton
Administration.

L. Record Increase in FY1997: The President’s fiscal year 1997 budget calls for

- funding to support a $2,700 maximum Pell Grant -- nearly a 10% increase over the
current level -- which would provide more than 3.7 million students with Pell Grants
averaging $1,706 in 1997. This proposed increase in the maximum Pell Grant
Award would be the largest increase in the program’s 25-year- history.

. President Announces Yearly Pell Grant Increases: The President’s balanced
- budget contains the following seven-year increase in the maximum Pell Grant

awards.

Fiscal Year Maximum Award

1995 _ ' $2,340
1996 $2,470
1997 - $2,700
1998 $2,780
1969 : $2,863
2000 - $2,949
2001 $3,037
2002 $3,128
. President’s 7-Year Pell Grant Increase Could Provide 2.7 Million More Grants Than

Republican Budget Resolutions: Both the House and Senate FY1997 Budget Resolutions -
freeze the budget authority for the Pell Grant program from FY1997 -FY2002. This means
that Republicans would provide 2.7 million fewer Pell grants over 6 years, and deny 191,000
students Pell grants in FY1997 alone compared to the President’s balanced budget plan.
Under the funding freeze assumed in the Republican resolutions, the maximum Pell grant
award would decrease 17%, from $2,470 in FY 1996 to $2,055 in FY2002,

Last year, House Republicans tried to cut the Pell Grant program by 8450 miilion, denying
Pell Grants to 380,000 srudents in 1996 alone.



$10,000 EDUCATION DEDUCTION

Breadth of Application: The $10,000 Education Deduction would be for every
taxpayer for the tuition at any education or training program that is at least half-time
or related to a worker’s career.

Supplements Hope Scholarship Tax Cut: In any year, students in the 13th and
14th grades would receive either the HOPE Scholarship or the $10,000 tax
deduction. Eligible students in their first two years or their parents can choose
between either the HOPE Scholarship or the deduction. Students that relied on the
$1,500 tax credit in the first two years of college would still be eligible for the
$10,000 deduction in the remaining years of college or graduate school or for
qualified lifelong learning. Students not eligible for the tax credit would still be
eligible for the $10,000 deduction. The deduction is up to $10,000 a year per family.
The cred:t is $1,500 per student

Income Limits: For joint filers, the deduction would be phased out at incomes
between $80,000 and $100,000. For single filers, the deduction would be phased
out between $50,000 and $70,000.

- &
Unlimited Number of Years: While the HOPE Scholarship is for the first two
years of college, the $10,000 tax deduction is available any year a family had.
education expenses. For example, a family of four with an income of $40,000 and
five years of tuition expenses totaling $10,000 would receive a $7,500 tax cut over
that five-year period.
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Tuition and Fees at Public Two-Year Institutions

Average
{1994.95)

State Tuition
AK - $1,320
AL - $621
AR _ $865 .
AZ _ $727
CA $363
co _ $1,227
cT $1,520
DE ' $1,266
FL $1,084
GA _$1,019
HI $499
IA $1,696
ID - $990
IL ' $1,188
IN $1,797
KS . 31,014
KY $1,009
LA 3768
MA $2,435 -
MD - $1,857
ME _ $2,188
ML ' $1,411
MN _ $1,965
MO $1,227
MS . $934-
MT $1,414
NC $581
ND $1,666
NE - $1,083
NH : $2,315
NJ . $1,762
NM ' $601
NV . %835
NY ' $2,142
CH $2,105
OK S - $1,123
OR $1,328 .
PA : $1,751
RI . $1,686
'8¢ ' $1,022
SD $2,379
™ . . $907
X _ $672
uT : $1,358
VA - $1,382
\'41 ' $2,196.
WA $1,334 -
W - $1,721
WV - $1,372
WY . $894

Share of Average
Tuition Covered

By $1,500 Credit

- 100%
100%
100%
100%
100%
100%

99%
100%
100%
100%
100%

88%

“100%
100%

83% -

100%

100%

100%
62%
81%
69%

100%
76%

. 100%
' 100%
100%
100%
90%
100%
65%
85%

100%

100%
70%
71%

100% -

100%
86%
89%

100%
63%

100%

100%

. 100%
T 100%
68%
100%
- 87%
100%
100%

Sduree: L1.S. Department of Education. Estimate of share of tuition and fees
covered by the HOPE Schelarship if it has been availabie in 19841995
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GEORGIA HOPE SCHOLARSHIPS

“The most far-reaching scholarship program in the nation™
-- Los Angeles Times, April 5, 1994

e —

PROGRAM DESCRIPTION: The Georgia HOPE program, established by Governor Zell Miller in
April 1993, provides full tuition, fees, and books at any in-state public college to any Georgla student
who graduates from high school and maintains a B average or better in college.

A TRULY UNIQUE PROGRAM THAT PROVIDES HOPE FOR GEORGIA STUDENTS:

Goveljnoi' Zell Miller. “Of all the things that I’ve ever been involved with, It’s the one thing that
Pm most proud of. We are making college accessible in a way it never has been before in
Georgia." [February 12, 1995] '

" Atlanta Journal Constitution. ‘“Where else in America can children know, from elementary school

on, that if they work hard and earn a 3.0 average by graduation from high school, they can fulfill

the dream of going to college whether their family has money or not? That’s the opportunity

created by Georgia’s HOPE scholarship program. ...It’sa marvelous thing, and it is a solemn

promise from the state to its young residents. It is not, however, an entitlement requiring no effort.
Students must meet the standards to get the scholarships, and they must keep up the struggle to hold ™
onto them once they enter college.” [Atlanta Journal Constitution, September 7, 1994]

Barry Fullerton, Vice Chancellor, University of Georgia. "[t’s an ingentous program. [t’s a
great public policy, and it has benefited thousands of students.”. [ThayZourier-Journal, April 9, 1995]

Orlando Sentinel. "Imagine a state where every student with a B average gets a full college
scholarship. ..Don’t have that fanciful an imagination? You don’t need one. You just need to look
north, to Georgia." [Orlando Sentinel, April 8, 1996)

Atlanta Journal Constitution. "It i is, quite simply, an effort to help Georgia’s young people become

- well-educated, productwe citizens." [Atlanta Joymal Consntutson, December 16, 1994]

ELIGIBILITY REQUIREMENTS Students must meet the following requlrements

2-Year and 4-Year Publlc Col eges, es/Universities
. For 2 HOPE Scholarship to a 4-year public college, graduating high school students must have
- a 3.0 cumulative grade point average on a 4.0 scale or an 80 numeric average and obtain a
diploma with a State of Georgia College Preparatory Seal. (In order to obtain the college preparatory
seal, students must meet and graduvate from the required core college preparatory curriculum.)’

«  For a HOPE Scholarship to a public college, graduating high school students who do not
- meet the 3.0 grade in the core curriculum, must have a 3.2 cumulative grade averape ona
4.0 scale or an 85 numeric average in other curriculum tracks. '

. Students who maintain a B average in a 4-year public college and stay off drugs can
continue to receive the same level of support for up to four vears,

10



. Students whose college grades fall below _3.0 can requalify a year later if they bring their
grades back up above 3.0. . .

. Students who are not eligible for HOPE scholarships upoh graduation of high school, or
who enter college later in life, can obtain HOPE scholarships after their sophomore year if
they obtain a cumulative 3.0 grade average. :

2-Year and 4-Year Private Colleges/Universities
. Students receive $3,000 a year in HOPE money, but only if they have and maintain a B
grade average

Technical Schools and Adult Education Institutes '
.. All students in a diploma or certificate program at a Georgia technical institute are ellglble for
HOPE. '

Universal Requirements :
. All students must stay drug free, A Student is ineligible if, in accordance with the Drug-

Free Postsecondary Education Act of 1990, he/she has been convicted for committing
certain felony offenses involving marijuana, controlled substances, or dangerous drugs.

KEY FACTS:
* During the first 3 years of the program (1993 1995), nearly 200, 000 Georgia students
qualified for and received some form of HOPE scholarship.

HOPE Scholarship Students 1993-1996

University System 60,682
Technical Institutes 74,830
Private Colleges 45,423
GED Recipients 9,066
TOTAL 190,001

’ In the 1995-1996 school year, 70 percent of Umversuy of Georgxa freshman students
received a Georgia HOPE scholarship.

. The racial composition of those receiving HOPE scholarships mirrors that of the overall
university system (75% white, 20% black).

. 84% of HOPE students who enrolled in public colleges in Fall 1994 were still in college in
Fall 1995, versus 74% of all students.

. A 1995 poll by Georgia State University found that 77 percent of Georgia residents who
were aware of the program thought it would lead parents to take a more active 1nterest in
their children’s education. : :

. Since the start of the program, enrollment in Georgia’s technical and adult education
institutions has increased 24 percent. Enroliment increased 8 percent in 1995, alone.
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ARKANSAS ACADEMIC CHALLENGE SCHOLARSHIPS

"We need more of our young people going to college and we need .them to

succeed and stay in college This program will help them accomplish that goal.”
. ~- Govemor Bill Clinton, July 12, 1991

'PROGRAM DESCRIPTION: ' Governor Bill Clinton signed the Arkansas Academic Challenge Scholarships
. 1nto law -on May 5, 1991, creating a guaranteed scholarship plan to promote academic achievement and
encourage academically prepared Arkansas high school graduates to enroll in the state’s colleges and
universities. Through the 1993-1994 school year, the scholarship provided the lesser of $1000 or the annual
tuition. For the 1994-1995 school year, the scholarship was increased to provide annually the lesser of $1500
or the annual wition. The scholarship is renewable for up to 3 more years, provided the student meets the
continuing eligibility standards established by the Arkansas Department of Higher Education.

REQUIREMENTS:

+  Income Requirement. For families with one dependent child, income cannot exceed $30,000 per year.
' An extra $5,000 of family income is allowed per child. '

*  Grade-Based Awards. Awards are based on the applicant’s meeting minimum standards with regard
i to the ACT composite score, grade point average (GPA) in the pre-collegiate core curriculum.

*

Apphcants must have a composite ACT score of 19 and a grade point average of 2.50 on a 4.00
scale, in the precolleglate core curriculum.

Applicants not meeting either the grade point average or ACT reqﬁ%f'emems may still qualify for
the Academic Challenge Scholarship if their combined ACT score and grade point average meet
satisfactory levels when applied to a selection index (i.e. a student with a 15 ACT would have to

‘achieve a minimum 3.25 GPA; a student with a 26 ACT would only have to have a 2.0 GPA.)

»  All students must stay drug free. A student is ineligible if, in accordance with the Drug-Free
Postsecondary Education Act of 1990, he/she has been convicted for committing certain felony offenses
‘involving marijuana, controlled substances, or dangerous drugs

-+ Students must maintain their grades once in college. In order to retain their scholarship for an
additional year, students keep their grades above state-specified levels.

KEY FACTS:

In 1987, 32 percent of Arkansas students who took the ACT had completed high school

‘pre-college core curriculum. By 1992, the first year of the Academlc Scholarships Program, that
~ percentage rose to 48.

| The number of high school students qualifying for and receiving the Arkansas Achievement

Scholarship has increased dramatically each yvear. In the 1991-1992 school vear, there were 1,024
recipien;s. In the 1994-1995 school year, 5,383 students received awards.

While Biil Clinton was governor of Arkansas, the percentage of high school students going on to
college increased by 50% (from 38.2% in 1982 to 57.3% in 1992). The Arkansas "going rate" has

- remained steady since 1992. _ _ 12
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More Educatmn Means
Higher Career Earnings

* Is it worth it to stay in school and
eamn a higher degree? Asdata
from the Census Bureau’s Current
Population Survey show, the an-
swer is a resounding yes!

This Brief examines the relation-
ship between education and eam-
ings during the 1992 calendar year;
it also demonstrates how the rela-
tionship has changed over the last
two decades. Additionally, it pro-
vides estimates (by level of educa-
tion) of the total earnings adults
are likely to accumulate over the
course of their working life.

You'll see that more education
means greater earnings over a
year's time; over the length of
one's working life, these differ-
ences become enormous., More-
over, this relationship between
earnings and education is now
even stronger than it was back
int the 1970%.

Ye're more educated thuan ever

In 1993, about four-fifths of
American adults aged 25 and over
had at least completed high school;
over one in five had a Bachelor’s
degree or higher. Both figures are
all-time highs.
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Professional degree hofders
have the highest earnings.
Adults aged 18 and over who
worked sometime during 1992

earned an average of $23,227 that
year. But this average masked the

- fact that the more education they

received, the more money they
made. {See graph below.) Earnings
ranged from $12,809 for high
school dropouts to $74,560 for
those with professional degrees
{such as M.D’s and J1.D’s}.

Earnings differences compound *

over one's lifetime.

Using 1992 data, we esﬁmated the
earnings a person would accrue
over a typical “worklife.” Here’s

how we did it. First, we defined a
worklife as lasting from ages 25 to
64 — a 40-year period. Then we
began our calculations. :

We started with high school

- dropouts. We took the 1692

mean earnings figure for persons
of this group who were aged 25 to
34 and multiplied it by 10. The
sarhe thing was done for those

-aged 3544, 45-34, and 55-64. Then,

the four 10-year totals were added
up. The result was an estimated
lifetime earnings total for high
school dropouts. This process was
then repeated for each of the
other seven educational levels.

These estimates dramatically illus- -

trate the large earnings differences

Professiona

Associate [N

Some college,
s R
High schoot :
graduate only - $18,737
i Nota hlgh
school graduale - $12,809

Education Continues to be the Ticket
to Higher Earnings

Mean annual earnings for persons aged 18
and over, by level of education: 1992

$74.560

' $24,398

13



BUREAU OF THE CENSUS

STATISTICAL BRIEF

August 1994

that develop between educational
levels over the long term. As the
graph below shows — -~

® High school dropouts would
make (in 1992 dollars) around
$600,000 during their lifetime,

~ m Completing high school would |
mean about another $200,000.

® Persons who attended some col-
lege (but did not earn a degree)
might expect lifetime eamings in
the $1 million range.

B You could tack on nearly anoth-
er one-half million dollars for hold-
ers of a Bachelor’s degree.

® Doctorate and professional de-
gree holders would do even better, |
at just over $2 million and $3 mil-
lion, respectively.

Lifetime differences may hecome
even more striking in the future.

These estimates of lifetime eamn-
ings assume that 1992 earnings lev-
els will stay in effect throughout
one’s worklife. But the reality is
that the value of the dollar contin-
ually changes. And recent history
~ shows that the value of higher lev-

" els of education has risen faster.

than that of lower levels. When we
- compare 1975 and 1992 figures, we
se¢ that average eamings —

» Doubled for high school drop-
outs (from $6,014 to $12,809).

B Rose 2.5 times for those who
wete high school graduates only
~ (from $7,536 to $18,737).

W Nearly tripled for holders of
Bachelor's degrees (from $11,574
to $32,629).

® Tripled for those who held ad-
vanced degrees (from $15,619 to
$48,653).

Keep in mind that in 1992 the con-
sumer price index (which measures
- yearly changes in the value of the
dollar) was 140, 2.5 times what it
was in 1975. This means that the
earnings of high school dropouts
did not even keep up with infla-

tion, and high school graduates just
barely managed to keep pace. Real
wages rose only for persons with
education beyond the high school
level. If these patterns continue,
lifetime earnings differences be-
tween low and high levels of educa-
tion will become even more dra-
matic than current levels indicate.

More information:

Several Census Bureau reports
have information on the relation-
ship between earnings and educa-

-tion. These include —

8 Educational Attainment in the
United States: March 1993 and
1992, Current Population Reports,
Series P20476. Stock No. 803-
005-00077-0. $8.50.

8 What's It Worth? Educational
Background and Economic Status:
Spring 1990, Current Population .
Reports, Series P70-32. Stock No.
803-044-00020-1. $3.50.

® Money Income of Households,
Families, and Persons in the United
States: 1992, Current Population

Reports, Series P60-184. Stock No.

803-005-30031-5. $19.

8 FEducation in the United States,
Series 1990, CP-34. Stock No.

003-024-08742-1. $41. -

To order any of these publications,
call the U.S. Government Printing

Office (202-512-1800).

Contacts:

‘Earmings and education —
Robert Kominski '

. 301-763-1154

Statistical Briefs —
Robert Bernstein
301-763-1584

This Brief is one of a series that
presents information of current
policy interest. It may include

data from businesses, households, or
other sources. All statistics are sub-
ject to sampling variability, as well
as survey design flaws, respondent .
classification errors, and data proc-
essing mistakes. The Census Bureau

- has taken steps to minimize errors,

and analytical statements have been
tested and meet statistical standards.
However, because of methodological
differences, use caution when
comparing these data with data

Jrom otisgy sources.

Go to College, Make a $Miilion

(in thousands of dollars) .

Ngt a High Some Associate
high school  college,
schogl  graduate na
graduate  only degree

Estimates of worklife eamings, by level of edur.atlon 1992

gg3 $1.062 [

: . I

$3.013

$2,142

Bache- Maaler'a Doctorate | Pro-
“lor's ' fessionat
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ECONOMIC RETURNS TO INVESTMENTS
IN EDUCATION AND TRAINING

Empirical. studies indicate that each additional vear of formal schooling is associated

‘'with a 6 to 12 percent increase in annual earnings later in_ life. [Kane and Rouse, 1995;
Ashenfelter and Krueger 1994; Angrist and Krueger, 1991]

This earnings benefit is not limited to education at four-year colleges; it also accrues

from attendance at community colleges. [Thomas Kane and Cecilia Rouse, Labor Market Returns
~to Two and Four-Year College: Is a Credit a Credit and Do Degrees Matter American Economic Review,
. Vol. 85, No. 3, 1995.]

The wage premium for better-educated -workers has expanded dramatiéally over the past
fifteen vears, In 1979, full-time male workers aged 25 and over with at least a

bachelors degree earned on average 49 percent more per year than comparable workers
with only a high school degree. By 1993, the difference had nearly doubled, to 89
percent. [Economic Report of the President 1996, page 191.]

Economists have long argued over whether education causes higir earnings, or whether
those with better earnings prospects -- for example, because of greater innate ability --
simply consume more education. Recent analyses of compulsory schooling laws (which
force students to consume more education regardless of their innate ability) and wage
differentials between twins (who should have similar levels of innate ability) strongly -

suggest that schooling actually leads to higher earnings. [Joshua Angrist and Alan Krueger,

Does Compulsory School Attendance Affect Schooling and Eamings; Quarterly Joumal of Economics,

November 1991; Orley Ashenfelter and Alan Krueger, Estimates of the Economic Returns to Schooling
from a New Sample of Twins, American Econotnic Review, December 1994.) .

A college graduate is 43 percent more likely to be working in a job with a pension plan
than a high school graduate and a college graduate is 27 percent more likely to have a
job with health care coverage than a high school graduate. [Based on data from the Bureau of

Labor Statistics, various years, Current Population Survey.]

Since the early 1980s, high skill jobs are growing the fastest. Jobs requiring high skill
levels grew by 32% over the period 1984-1994 while jobs requiring low skill levels
grew by only 7%. {Based on data from the Bureau of Labor Statistics, various years, Current
Population Survey.]
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Job displacement studies show that better-educated workers are less likely to lose their
jobs than less-educated workers, although this advantage has declined over time. If
better-educated workers do lose their jobs, they are more likely to find new jobs (which
are more likely to be full-time), and they tend to suffer smaller proportional earnings

losses than less-educated workers. {Henry S. Farber, The Changing Face of Job Loss in the United
States, 1981-1993, Department of Economics, Princeton University, March 12, 1996.]

. Training workers also has significant payoffs. According to academic research
conducted by Lisa Lynch before she became Chief Economist at the Labor Department,
a year of either on-the-job training or formal training for workers raises wages by about

- as much as a year of college education. [Lisa Lynch, Private Sector Training and the Earnings of
Young Workers, American Economic Review, Vol. 82, No. 1, 1992) :

Other studies conclude that firm-provided training seems most effective when combined
with other innovative workplace practices, [U.S. Department of Labor, High Performance Work
Practices and Firm Performance, 1993; David Levine, Reinventing the Workplace: How Business and
Employees Can Both Win (Washington: Brookings, 1993).]

Education and training boost economic growth. Data from the Bureau of Labor
Statistics suggest that the rise in the average educational attainment of the workforce

accounted for one-fifth of the annual growth in productivity between 1963 and 1992.
[Economic Report of the President 1996, pages 191- 2} @

International evidence reveals that, all else equal, those nations with the highest school
enrollment rates in the early 1960s tended to enjoy the most robust growth in
subsequent decades. [N. Gregory Mankiw, David Romer, and David Weil, A Contribution to the
Empirics of Economic Growth, Quarterly Journal of Economics, Volume 107, May 1992.)
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Président Clinton’s Hope and Opportunity
for Postsecondary Education (HOPE) Act of 1997
~ March 20, 1997

TODAY, THE PRESIDENT WILL SEND TO CONGRESS NEW LEGISLATION TO HELP
OPEN THE DOORS OF COLLEGE TO MORE AMERICANS. The Hope and Opportunity for
Postsecondary Education (HOPE) Act of 1997 -- part of President Clinton’s five-year balanced budget --
" includes a $10,000 tuition tax deduction, a $1,500 Hope Scholarship tax credit, a substantial Pell Grant
expansion and increase, a cut in student loan fees, new educational a351stance from employers, and other
provisions. The new lcg1slat1on provides:

v $38.4 billion over five years in tax relief for middle-income families struggling to pay for college

and make ends meet. '

v At least $40 billion in Pell Grants over five years to provide more tuition assistance to low- and
moderate-income families, the largest increase in two decades. ‘

v $2.6 billion in savings over five years in reduced loan fees for student loan borrowers -~ putting
more money into the hands of students when they pay tuition bilis and other college expenses.

v Financial support for worker training through the tuition deduction and the extension of the
tax-free treatment of up to $5,250 per employee in employer-provided educational assistance.

KEY ELEMENTS OF THE HOPE ACT OF 1997

. Includes a $1,500 per student HOPE Scholarship tax credit for tuition
' and fees in the student’s first year and another $1,500 in the second year if
the student earns at feast a B minus average. That credit will help 4.2
million students in 1998. -

. Provides a $10,000 tuition tax deduction for higher education and
training, which is expected to help the families of 8.1 million students in

_ 1998.

. Provides the largest Pell Grant increase in two decades - from $2,700

in FY 1997 to 33,000 in FY 1998. Over 3.6 million students now eligible
will receive an increase of up to $300. This increase and other changes
will make an additional 348,000 families eligible for the grant.

. Lowers fees and reduces interest rates for millions of student

borrowers.

OVER 250 COLLEGE PRESIDENTS EXPRESS SUPPORT FOR THE PRESIDENT’S HIGHER

EDUCATION PLAN. Already, over 250 college presidents -- representing community colleges, public
and private colleges and universities -- have expressed support for the President’s higher education

initiatives.

NEW STATE-BY-STATE ANALYSIS SHOWS EVERY REGION OF THE COUNTRY
BENEFITTING FROM THE HOPE ACT. For the 1998-99 academic year, these proposals will
provide nearly $1.7 billion in Federal benefits for students in California, and over $300 million for

students in Virginia.



Benefits to Students under Hope and Opportunity
for Postsecondary Education Act of 1997

{dollars in millions)

Total Peil Combined
Budget Authority Tax Benefits

Cut in Student:
Loan Fees for

in Award Year for Calsndar | Award Year
State 1998-99 Year 1998 1998-99
Alabama $144.2 $92 $58]
Alaska 8.7 13 0.3
Arizona 1358 115]. 10.3
Arkansas 76.3 k¥4 30
California 873.8 777 46.0
iCoforado 98.2 103 8.5
|Connacticut 47.2 70 5.2
‘Delaware 10.4 . 20 1.0
District of Columbia 19.8 35 6.4
Florida 358.5 260 19.5
Georgia 168.8 125 11.6
Hawaii 14.5 29 - 0.8
Idaho 40.8 24 2.2
_|linois 275.1 - 314 20.0
Indiana 138.0 122 .1
lowa 83.0 71 8.4
Kansas 823 74 4.6
Kentucky 12586 72 56
Louisiana 1758 78 8.1
Maine 281 24 22|
Maryland 98.0 114 6.1
Massachusetts 1831 180 18.9
Michigan 2487 231 15.3
Minnesota 1289 1217 96
Mississippi. 111.4 . 45 3.7
‘|Missouri 146.5 122 11.2
Montana 342 15 1.9
Nebraska 50.4 - 49 39
Nevada 15.9 28 11
Mew Hampshire 23.5 27 2.7
New Jersey 145.5 143 7.9
New Mexico 64.6 41 2.5
New York 7446 422 426
North Carolina 1574 157 10.8
North Bakota 284 16 1.8
Ohio 288.4 226 20.7
Oklahoma 129.8 73 6.1
Qregon 74.8 - B9 58
Pennsylvania 2947 256 279
Puerto Rico 412.3 - 26
Rhode Island - 322 32 3.5
South Carolina 94.3 71 5.5
South Dakota 29.8 14 1.9
Tennesses 136.9 99 B.1
Texas 4957 3985 25.1
Utah 82.1 58 3.2
Vermont 16.2 15 -22
Virginia 143.8 151 14
Washington 1327 120 8.9
Waest Virginia 59.2 35 3.0
Wisconsin 1157 130! 85
Wyoming 16,1 13" 07
Oullying Areas 12.4 0 0.0
TOTAL $7,635.0 $5,921.0 $466.5 |

Total
Benefits for
Award Yaar

1998-99

$242.0

219
261.1

116.3 |

1696.7
209.6
122.3

314
61.2
638.0
305.4
44.2
67.4
609.0
272.1
172.4
157.9
203.3
263.0
54.3
219.1
352.0
495.0
259.6
160.2
279.7
51.1
103.4
45.0
53.1
296.4
108.1

1209.2

325.1
462

' 535.1
208.9
149.6
578.6
414.9

67.6
170.8

458"

2440
915.8
144.3
334
306.2
261.7
87.2
2543
299
121
$14,022.5




Peil Benefits to Studehts under the President's
FY1998 Budget Policy

(Recipients in thousands, dollars in millions)

Total Patl ‘Increase in Total Pell Increase in
Recipients in ;| Pall Recipients | Budget Authority 1998 Pell
Award Year From Award | in Award Year |Budget Authority
L State 1998-99 Year 1997-98 1998-99 ) from 1997
Alabama . - 793 6.9 $144 2 $324
Alaska 46 0.4 87 1.9
Arizona 727 . 6.3 135.8 . 305
Arkansas 39.1 3.4 76.3 17.2
California 4316 37.5 873.8 196.4
Colorado 53.7 47 08.2 221
Connecticut 26.9 23 47.2 10.6
Delaware 6.1 0.5 104 2.3
District of Columbia 10.6 0.9 19.8 4.5
Florida 189.5 16.4 358.5 B0.6
Georgia g9 8.8 168.8 37.9
Hawaii 7.7 0.7 145 3.3
Idaho 21 1.8 40.8 62
fllinois 148.7 13 2751 61.8
Indiana 774 6.7 139.0 3.2
fowa 51.8 45 93.0 2(.9
Kansas 452 39 823 18.5
Kentucky 65.2 S.7 125.6 - 282
Louisiana 86.2 7.5 175.8 g8
Maine 15.2 1.3 281 6.3
Maryland 55.1 4.8 99.0 22.3
Massachusetis 82.1 71 153.1 344
Michigan 1386 12 2487 55.9
Minnesota 73.9 6.4 128.9 280
Mississippl . 548 4.8 1114 25.0
Missouri 80.5 7 146.5 329
Montana 175 1.5 342 7.7
Nebraska 29.3 25 50.4 11.3
Nevada 9.1 0.8 15.9 36
New Hampshire 13.2 1.4 235 53
New Jorsey 757 66 145.5 327
New Mexico 33.7|. 29 64.6 14.5
New Yark 369.5 321 744 .6 167.3
North Carolina 85.9 7.5 157.4 354
North Dakota 15 1.3 28.4 6.4
Ohio 158.3 -413.7 288.4 '64.8
Cklahoma 67.8 59 129.8 29.2
Oregon 40.5 35 74.8 16.8
Pennsylvania 156.4 13.6 2947 66.2
Puerto Rico 180.5 15.7 412.3 927
Rhode Island 17.9| 1.6 322 7.2
South Carolina 53.1 46 94.3 21.2
South Dakota 16.2 1.4 29.9 8.7
Tennessee 72.7 6.3 136.9 30.8
Texas 266.4 231 4957 1114
Utah - 46 4 82.1 18.4
Vermont 9.3 0.8 16.2 - 38
Virginia 794 6.9 143.8 323
Washington 69.6 6 132.7 28.8
Waest Virginia 287 26 59.2: 13.3
Wisconsin . 645 586 115.7: 26.0
Wyoming C 87 0.8 16.1 36
Outlying Areas N 0.5 12.4 27
TOTAL, 4,009.4 348, ' . $7,635.0: $1,716.0




Explanation of State-by-State Tables
Table 1 - Benefits to Students under the HOPE Act

The first column provides the total estimated Pell Grant funding in the 1998-99 academic year
for students attending postsecondary institutions in the State.

The second column provides the total estimated reduction in taxes (as a result of the HOPE
Scholarship and the higher education tax deduction) in the 1998 calendar year for students
attending postsecondary institutions in the State.

The third column provides the total estimated reduction in loan fees in the 1998-99 academic
year for students and parents attending postsecondary institutions in the State.

The final column is a total of the first three columns: the total benefit for students in the State.
Table 2 — Pell Grant Benefits to Stud_enm
For students attending postsecondary institutions in the State in the 1998-99 académic year:

. the first column shows the number of Pell Grant recipients;

. the second column shows the increase in the number of recipients over the
previous year;

. the third column shows the total Pell Grant funding; and

. the fourth column shows the increased Pell Grant funding over the previous year.

Methodology of State-by-State Analysis

Pell Grant Budget Authority for Academic Year 1998-99
Estimates are based on 1998-99 Pell Grant projections, adjusted by the 1994-95 academic year
distribution of Pell recipients and funding among different States.

Combined Tax Benefits for Calendar Year 1998

Using a nationally-representative sample of postsecondary students, we first determined the
likelihood of a Pell and non-Pell recipient receiving a tax benefit. Using these data and the Pell
Grant distributions discussed above, we estimated the number of students that would receive a .
tax benefit in each state. -We then used this relative distribution of tax beneficiaries to allocate
calendar year 1998 benefit amounts ($5.9 billion) among the States, - '

Cuts in Student Loan Origination Fees for Academic Year 1998-99

Estimates are based on projected loan amounts and number of borrowers for academic year
1998-99, and the historical distribution of loans by State. Two percent of Stafford (subsidized)
loan volume and one percent of unsubsidized loan volume equal the estimated student savings by
State.



Highlights of the
Hope and Opportunity for Postsecondary Education (HOPE) Act of 1997

Title I: Higher Education Tax Incentives

HOPE Up to $1,500 per-student tax credit $18.6 billion over five Expected to help 4.2 million students in
Scholarship for tuition and fees in student's first yeass. 1998. :
Tax Credit year and another $1,500 in the second '
year if student earns at least a B-
average.
X10,000 Tax Phases up from $5,000 in 1997 to a $£17.5 billion over five Expected to help 8.1 million students in
Deduction for | $10,000 maximum deduction in 1999 | years. 1998.
Higher for tuition and fees. Also available for
Education and "training and lifelong learning.
Training '
Tax-Free Families with incomes up to Education specific Combined with tax deduction, [RA used
Education $100,600 would be eligible for IRAs, . | estimates not available. for education will never be taxed. Will
Savings* and could make penalty-free make over 20 million families eligible
withdrawals for higher education. for such a benefit.
Educarional Extends tax exclusion for $2.4 billion between Benefits 1.7 million employees a year.
Assistance employer-provided education 1997-2G01.
from Employers '} assistance through 2000, for both
undergraduate and graduate
education. Also provides tax credit to
small businesses. T
Cgmmu}u'g; Tax relief for community service loan | $15 million over five Not available.
Service: Loan forgiveness and for borrowers who years.
Forgiveness repay through the income contingent
' repayment plan for 25 years,
Title II: Financial Aid for Needy Students
Pell Grant Largest increase in two decades -- Al least $40 billion over | Over 3.6 million students now eligible
Increase and from $2,700 in FY97 to $3,000 in five years. $1.7 billion will receive an increase up to $300. This
Expansion FY98. Combined with the FY97 more in 1998 than the increase will also make an additional
: increase, the maximum grant has FY97 appropriation -- a 130,000 families eligible for the grant.
| increased $530 since FY96. 25% increase in aid. oo
Pell Grant Increases eligibility for older, low- $3.9 billion over five An additional 218,000 low-income
Expansion for | income students (o receive a Pell years. students generally aged 24 or over will
Older, Low- Grant, be newly eligible for Pell Grants. The
Income : new recipients will receive, on average, a
Students grant of 1,431,
Cut in Cuts loan fees from 4% to 2% on $2.6 billion in savings Loan fees will be cut in half for 4 million
Student Loan need-based Stafford loans -- and to for borrowers over five low- and middle-income students, and by
3% on other loans for students and years a quarter for 2.5 million other loans,

Fees

parenis.

*The IRA propoesal is not part of the HQPE Act but will be transmitted to Congress separately.
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Summary of the Hope and Opportunity

for Postsecondary Education (HOPE) Act of 1997
' March 20, 1997

Today's employers look for job applicants with more than a high school diploma. Since the success of the

post-World War II GI Bill, the Federal Government has expanded college aid, making it possible for more

Americans to attend college. But for too many, the financial strains of continuing their education are still

severe. The President's Hope and Opportunity for Postsecondary Education (HOPE) Act of 1997 ensures that

 these barriers to higher education continue to fall for all Americans and prov1des tax relief for middle-income
families struggling to pay for college. :

Title I: HIGHER EDUCATION TAX INCENTIVES

HOPE Scholarship Tax Credits

. Up to a $1,500 per student credit for tuition and fees for course work beginning on or after July 1,
1997.

. Credit can be clalmed in two tax years for any student who has not ﬁmshed 13th and 14th years of
education, :

e . The tax credit is expected to help 4.2 million students (1998), and would save families $18.6 billion
over five years.

'The non-refundable tax credit is available for students enrolled on at least a half-time basis during the first two
years of postsecondary education. The credit may be claimed in no more than two years. To receive the
credit for the second time, the student must have at least a B minus grade point average in course work _
completed before that year. Federal grants (but not loans or work-study) generally would reduce the allowable
tax credit. No credit would be available for any student convicted of a drug-related felony.

The credit would be phased out for taxpayers filing a joint return with adjusted gross income between $80,000
and $100,000. For taxpayers filing single and head-of-household returns, the credit would be phased out for

~adjusted gross income between $50,000 and 70,000. (The phase-out ranges and the amount of the credit
would be indexed).

Tax Deduction for Higher Education and Training

. $10,000 per family maximum deduction for lifelong learning ($5,000 maximum in 1997 and 1998).

. Available for job training and re-training, in addition to traditional undergraduate and graduate |
education. :

. Deduction is "above the line" -- available even if the taxpayer does not itemize.

. Expected to help 8.1 million students-( 1998), and would save families $17.5 billion over five years.
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The deduction could be claimed for out-of-pocket tuition and fees paid for any student enrolled at least half-
time in a degree or certificate program, including graduate programs, at an eligible postsecondary institution.
In addition, the deduction would be available for the cost of training -- whether or not it leads to a degree --
that helps the student, older worker, or job-seeker improve or acquire job skills. A student in the first two
years of postsecondary education could choose either the credit or the deduction, but not both. The deduction
phases in, beginning with a $5,000 maximum per family for payments made after December 31, 1996 to cover
course work beginning on or after July 1, 1997. It increases to a $10,000 maximum deduction beginning in
1999. The deduction would be phased out at the same income levels as the credit.

Tax-free Education Savings*

. Families with incomes up to $100,000 would be eligible for IRAS and could make penalty free
withdrawals. for higher education: . .

. Combined with tuition deduction (above), the IRA savings spent by middle-income families on tuition
and fees would never be taxed.

¥ Asg part of his balanced budget piém, the President has proposed a number of changes to IRAs to make it
possible for families to use them to pay for education tax-free. Although the specific legislation providing for
these changes is not included in the HOPE Act, it will be transmitted to Congress soon.

‘The President's budget plan would allow IRAs to be used for postsecondary education expenses free from
early withdrawal tax penalties, and would make over 20 million families eligible to make tax-deductible IRA
contributions.  Currently, if an individual (or spouse) already participates in an employer’s retirement plan,
eligibility is phased out for taxpayers filing a joint return with adjusted gross income between $40,000 and-
$50,000 (between $25,000 and $35,000 for single filers). The proposal would expand the phase-out ranges for
1997 through 1999 to $70,000 to $90,000 for joint filers ($45,000 to $65,000 for single). Beginning in 2000,
the phase-out range would match the ranges described for the higher education tax credit. The proposal would
also create a special IRA that could be used to save for educatlon and other needs, subject to the same income
limits.

Educational Assistance from Employers

. Extends tax exclusion for employer-provided education assistance (Section 127) through the year
2000, for both undergraduate and graduate educatmn

. Tax credit to encourage small businesses to offer educational assistance to employees.
. Benefits 1.7 million employees a year.

The current exclusion from an employee's income of up to $5,250 per year of postsecondary educational
assistance provided by an employer expires this year, and expired for graduate-level assistance last year. The
President would extend the exclusion, and reinstate the graduate-level component, through the year 2000. In

- addition, for 1998-2000, small businesses would be given a new incentive to provide educational assistance to
their employees through a ten-percent tax credit for amounts paid under an employer-provnded educational
assistance program for education provided by a third party.



Community Service: Loan Forgiveness

. Tax-free loan cancellation for public service and forgiveness under the income contingent repayment
plan.

Under current law, a charity or private educational institution that forgives a loan as part of a program that
enables graduates working in certain professions (such as rural medicine or teaching) to pay off their student
loans through community service must report the loan forgiveness as income to the graduate. This proposal

would exclude the loan forgiveness from an individual’s income and clarify that the same treatment would be
provided for forgiveness under the income contingent loan repayment plan for direct loans.

Title II: FINANCIAL AID FOR NEEDY STUDENTS

_Pell Grant Increase and Expansion
. Largest increase in Peli Grants in two decades.

. $300 boost in the Pell Grant maximum, to a $3,000 maximum award. Since FY 1996, the maximum
award will have increased $530.

. A 25 percent funding increase over last year -- $1.7 billion more than the FY 1997 appropriation.

. 3.6 million students now receiving Pell Grants will be eligible to receive an increase of up to $300.
The increase will make 130,000 more moderate-income families eligible for the grant.

» Older student provision will make Pell Grants avatlable to additional 21 8,000 low-income students
generally aged 24 or over, '

’ With these changes, the number of Pell Grant recipients will exceed 4 niillion in FY 1998.
e At least $40 billion Iavailable for Pell Grants for needy students over five years.
Pell Grants are the foundation of student aid for low- and moderate-income familie;s. Increasing the maximum
award to $3,000 provides more aid to currently eligible students, and makes an additional 130,000 students
‘eligible for the grants. In addition, the proposal would increase the eligibility of older, low-income students.
With this change, more low-income students who are 24 years old or older and financially independent from
parents would receive a Pell Grant. Pell Grants are particularly beneficial for low-income students who have

little or no tax liability because of the high award level and its availability for all four years of undergraduate
education.

Cut Student Loan Fees and Interest

’ Borrower-paid loan fees cut in half for 4 million low- and middle-income students, and by a quarter for
2.5 million other loans to student and parent borrowers.

. $2.6 billion in borrower savings over five years produced by the fee cut alone.
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«  Interest rate during in-school period cut for 2 mullion students, saving them an additional $1 billion.

Before 1993, borrowers lost up to 8 percent of their student foans in required fees before the money ever
reached them. In 1993, the President's aggressive student loan reforms spurred a 50 pefcent cut in allowable
fees that has already saved families nearly $2 billion. The President’s plan proposes -- for both the Direct and
guaranteed loan programs -- to cut loan fees from 4 percent to just-2 percent on need-based Stafford loans, and
10 3 percent on other loans for students and parents. '

The Congressional Budget Office and other analysts have noted that lender costs during the in—scheol period --
when students are not required to make payments on their loans - are very low. The budget reduces the
interest rate during that period by one percentage point. :

The proposal provides these benefits to students while saving taxpayers $3.5 billion over five years by
streamlining the guaranty agency system to make it more efficient and cost effectlve and by ellmmatmg
excess lender profits. _

College Work-Smdy*
. Budget funds 1 million College Work-Study slots by the year 2000
.. Incentives to reach the goal of 100 000 work—study reading tutors by 1999,

The President's 1998 budget also increases aid for students through subsidized jobs in the College Work-
Study program. The President has called on colleges to commit half of the increased funding since FY 1996,
$120 million for FY 1998, to supporting community service jobs. The Secretary of Education recently waived
the institution's required portion of the awards for students that participate as reading tutors -- part of
America's Reading Challenge, helping to ensure that évery child can read independently and well by the end
of third grade. The President's budget is on a path to achieve the President’s goal to raise the number of Work-
Study recipients to a million by the year 2000, and 100,000 reading tutors by 1999. '

* College Work-Study proposal is mcluded in the President's budget request and approprlatlons language but
not in the HOPE Act.



Case Studies:
H ow the President’s Higher Education Proposals
Benefit Typical American Families

Two Examples of How to Save for College Tax-Free

Taken together, the Administration’s proposal to allow penalty-free withdrawals from IRAs for college tuition
and the tuition tax deduction allow families to save tax-free for their children’s education. Families pay no
income taxes on money they contribute to an IRA, and the interest accumulates tax-free. Under the
Administration’s proposal, families would be allowed to withdraw money from their IRA to pay higher

~ education expenses without paying the usnal excise tax. And because they can deduct tuition expenses of up
to $10,000 per year from taxable income, they will not have to pay the income tax normally due on IRA
withdrawals. This adds up to tax-free saving for college..

The following examples demonstrate how the Administration’s proposals help families save for their
children’s college tuition:

Example 1
$35,000 Family Income -

A family with combined income of $35,000 per year in a 15% marginal tax bracket saving for college
expenses of $10,000 per vear for 4 years. The family earns an 8% annual return.

. Under the Administration’s proposal this family would need to put $955 per year in before tax
savings into an IRA for 18 years. .

. Without the Administration’s proposal, the same family would need to put away almost $1,090 per
year after taxes. That means that they need to earn more than $1,280 per year before raxes, a
difference of $325 per year to reach the same savings goal.

Example 2
$60,000 Family Income

A family with combined income of $60,000 per year in a 28% marginal téx bracket saving for college -
expenses of §1 0,000 per year for 4 years. The family earns an 8% annual return. -

. Under the Administration’s proposal this family would need to put $955 per year in before-tax
savings into an IRA for 18 years. :

. Without the Administration’s proposal, the same family would need to put away $1,220 per year

after taxes. That means that they need to eam nearly $1,700 per vear before taxes, a difference of -
almost §750 per year to reach the same savings goal.

-10-



Four Examples of How the HOPE Act Works

The tax liabilities used in the following four examples are based on the personal exemption, standard
deduction and the beginning point for the 28 percent rate bracket assumed to be in effect in 1998, the first
year the increased Pell Grants will be available under the President’s proposal. Under the proposal, the
maximum tuition deduction for 1998 is $5,000. It is $10,000 for years thereafter. Tax liabilities are
estimated on the assumption that itemized deductions of 18 percent of adjusted gross income are claimed
if that amount exceeds the standard deduction.

Example 3
$60,000 Family Income
Married Couple With One Child in College
1998 Benefit: $1,500

Larry and Jill O’Neill are a married couple with two children. Larry and Jill earn $60,000 in 1998. They
claim both children as dependents because they provide more than half of their support. Bobby, the
O™Neills’ older child, enrolls as a freshman in a community college in the fall of 1998 and is charged
$1,500 in tuition and required fees. Bobby’s parents pay his tuition. Under the Prestdent’s proposals, the
O’Neill are entitled to a HOPE Scholarship tuition credit of $1,500. (Because a credit is being claimed for
 Bobby’s freshman year, his grade point average does not affect his eligibility for the credit.) The credit
reduces their tax liability by $1,500. Thus, the O’Neills get a total benefit of $1,500 from the
President’s proposals.

Withoyt the President’s Proposals - With the President’s Proposals

Tuition cost: $1,500 Tuition cost: $1,500

Pell grant: $0 Pell grant: $0

Tax liability: $5,760 Tax liability: $4,260
Example 4

810,000 income :
Independent College Student
1998 Benefit: $3,458

. Joe Jefferson is a college freshman in the fall of 1998. He is single and supports himself. He
earns $10,000 in 1998. In September 1998, Joe enrolls in collége and pays $3,025 in tuition and
‘required fees for the fall semester. In December he is charged $3,025 in tuition and fees for the
spring semester. Under the President’s proposals, Joe is entitled to a Pell grant of $3,000 that he
~ uses to pay part of his tuition. He pays the remaining $3,050 with a combination of savings and
loans. Under the President’s proposals, he is entitled to a tuition deduction for his $3,050
payment., The deduction reduces Joe’s tax bill by $458, which is more than his total tax liability
for the year. Thus, Joe gets a total benefit of $3,458 from the President’s proposals, $3000 in
Pell Grants and $458 in reduced taxes.

Without the President’s Proposals With resident’s Proposals

Tuition cost: $6,050 : Tuition cost: $6,050
Pell grant: $0 Pell grant: $3,000
Tax liability: $458 (less $3 EITC) Tax liability: $0 (plus $3 EITC refund)

-11-



- Example 5
$30,000 Family Income
Married Couple with One Child in College
1998 Benefit: $1,050

Victor and Susan Montoya are a married couple with one child, Maria. Tom and Susan eam
$30,000 in 1998. They claim Maria as a dependent because they provide more than half of her
support. Maria attends college for two semesters in 1998 and is charged $6,850 in tuition and
required fees at the beginning of the year. Under the President’s proposals, Maria receives a Pell
grant for $1,850. Her parents pay $1,000 of her tuition. She pays the rest of the tuition bill with
a combination of savings and loans. Under the President’s proposals, the Montoyas are entitled
to a tuition deduction for the $5,000 their family has paid in tuition and required fees. The
deduction reduces the Montoyas’ tax bill by $750. Thus, the Montoyas get a total benefit of
$1,050 from the President’s proposals, $300 in adchtmnal Pell Grants and $750 in reduced
taxes.

Without the President’s Prop_' osals With the President’s Proposals

Tuition cost: $6,850 Tuitton cost: $6,850
Pell grant: $1,550 : : Pell grant: $1,850
Tax liability: $2,220 Tax liability: $1,470
Example 6
$90,000 Family Income

Married Couple With Two Children in College
1998 Benefit: $1,450

Paul and Debbie Green are a married couple with two children, David and Barbara. Paul and
Debbie have income of $90,000 in 1998 (including income from an IRA withdrawal, described
below). They claim David and Barbara as dependents because they provide more than halt of
their support. In 1998, David is enrolled in college for the second semester of his junior year and
the first semester of his senior year. Barbara is enrolled in the second semester of her freshman
year and the first semester of her sophomore year. At the beginning of 1998, Barbara has a B+
grade point average. David’s bill for tuition and required fees is $5,000, and Barbara’s is $1,500.
. Paul and Debbie pay their children’s fuition and required fees with a combination of savings,
including $2,000 they withdraw from their IRAs, and loans. Under the President’s proposals,
they avoid any penalty for early withdrawal from their [RAs, and they are entitled to a credit of
$750 for Barbara’s tuition and a deduction of $2,500 for David’s tuition. (Because their income
places them in the middle of the $80,000 to $100,000 phase-out range, they claim half the
maximum credit and deduction.) The credit and the deduction reduce their tax liability by
$1,450. Thus, the Greens get a total benefit of $1,450 from the President’s proposals.

Without the President’s Proposals With the President’s Proposals
Tuition cost:  $6,500 ‘ Tuition cost: $6,500

Pell grant:  $0 Pell grant: $0

Tax liability: $12,128 Tax liability: $10,678

Penalty for early withdrawal: $200.
- ]_ 2



COLLEGE AND UNIVERSITY PRESIDENTS SUPPORT
PRESIDENT CLINTON’S HIGHER EDUCATION INITIATIVE

Already, over 250 college presidents -- represenfing community colleges, public and private colleges and
universities -- have expressed support for President Clinton’s higher education initiatives.

70 community college presidents and 280 community college trustees signed the American Association of
Community Colleges and Trustees letter of support for the President’s higher education initiatives

_ 105 private college presidents joined the president of Dickinson College in signing a letter of .support for
the Presidcnt’s initiatives

23 California State University presidents joined the Chancellor of the California Statc University System
in a letter of support for the President’s initiatives

63 Christian college presidents signed the Coalition for Christian Colleges & Universities letter
commending the President for his higher education efforts

The American Council on Education Board of Directors, which represents 1,700 college and university
presidents, passed a resolution in support of the President’s initiatives

The National Association of Student Financial Aid Administrators, representing over 3,100 colleges and
universities, expressed support for the President’s initiatives

-13-



FROM : b PHONE NO. : 2823830297 Mar. 14 1997 11:46AM P2

BRJEe'-
N

These folks reguested
to meet 'with vou.
‘M. Cohen is going to
meet with them for
~you.at 10:30 a.m.
: - in Room 211. He'd
C OMMITTEE FOR FFDUCATION FUNDING like for you to do a
' c drop-by to say hello
at 11:00 a.m.

’ ' Cathy.-
MEMORANDUM
- TO: Cathy Mays
- FROM: Catherine Graham
RE: Committee for Education Funding Officers meeting with Mike Cohen
DATE: March 14, 1997 | '

Following are the full names, dates of birth and social security numbers for the
Committee for Education Funding officers who will be meeting with Mike Cohen on
Thursday, March 20 at 10:30 a.m. I have also sent a list of the officers and their

" respective organizations.

As we dicsussed earlier we would appreciate the opportunity to say hello to Bruce Reed,.

but we understand his demanding schedule. Please call me at (202)-383-0083 if you have
any questions. Thank you for your assistance.

. Carnie C. Hayes 5/08/48 .  258-72-4190

' Myma R Mandlawitz 819551 | 224629983
Edward R. Kealy - - 207148 | 1_'35-42-_08_85
Kenneth McInerney 7/22/63 091-50-5275
Violet A. Boyer 6235 504845565

Catherine D. Graham - 6/16/68 333-72-0232

122 C Street, NW « Suite 280 » Washington, DC 20001 « (202) 383-0083



‘1"&3—29-97 THU 18:42 anM : . : p.az

PK‘“’ U‘M"(:w
¢ W
e W
(CoMMITTEE FOR EDUCATION FUNDING Coe M
. : A «c
Mr. Bruce Reed
‘Assistant to the President for Domestic Policy
0Old Executive Office Building, Room 213
FRESIDENT 17th Street and Pennsylvania Avenue, NW
CARNIE C. HAYES Washington, DC 20502
Council of Chief Srate ;
School Officers

'Febiruary 19, 1997
VICE-PRESIDENT %

KENNETH MANERNEY Dear Mr. Reed:
National Association of _ .

Student Financlal Ald Administrators

The'Comymittee for Education Funding (the Committee), a coalition of over
eighty education organizations representing the broad spectrum of the

MYRNA R, MANDLAWITZ education community, would like to congratulate you on your appointment as

Nationa} Association of State

Directors of Special Education Assistant to the President on Domestic Policy.The offi¢ers

oyould greatly appreciate the opportunity to.m :

March t0'diScuss the President’s Budget Reqtiest-:for-Fxs Yeéarl
Commlttee is a nonprofit, nonpartisan coalition committed to securmg
adequate federal fundlng for the education of America's chxldren, youth and
adults

TREASURER

EXECUTIVE DIRECTOR
EDWARD R. KEALY

The_: President has made an extrsordinary commitment to education in his

- FY98 Budget. In his State of the Union speech, he declared, “my number
one priority for the next four years is to ensure that all Americans have the
best education in the world.” The Committee greatly appreciates the
President keeping education at the forefront of his agenda and looks forward
to working with the Administration to achieve this goal.

Please contact me or Catherine Graham at the Committee for Education
Funding (202-383-0083} to inform us of your availability or if you should
need further information. Thank you for your consideration.

Sin-:f';drely,
(e Heted Pobuorond 2 fealle
amie C. Hayes Edward R. Kealy
President : . Executive Director
enclosures

122 C Street, NW o Saite 280 = Washington, DC 20001 « (202} 383-0083 -
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(COMMITTEE FOR FDUCATION [FUNDING

The Committee for Education Funding (CEF), a coalition founded in 1969, is celebrating the
tenth anniversary of its Congressional Awards Dinner. We gather tonight to commemorate the
effort of our community in working to achieve adequate federal financial support for the nation's
education system. The cpalition is voluntary, nonprofit, and nonpartisan. The Committee for
Education Funding members are concerned individuals, educational institutions, agencies,
associations, and other organizations whose interests range from preschool to postgraduate
education in both public and private systems.

The purpose of the Committee is to provide the general public, the Administration, and
especially the United States Congress with information enabling them to better assess the
function of general education programs and the necessny of adequate financial support to ensure
their effecnveness

The ,coalition was created to combat efforts to drastically cut education funding. Highlighting
the urgency of the time, the group was initially called the Emergency Comumittee for the Full
Funding of Education programs. With the guidance of Charles Lee, a fomer Senate staff
mempber, the Commmec «came together in a broad coalition to make full fimding for education a
national priority.

By the mid- I 970s, the education community recognized the need for a permanent coalition to
advocate for education fimding. In 1983, the organization became known as it is today: the
Committee for Education Funding. During the 1980s' threats to abandon the federal role in
education served as a unifying force for CEF. Under the direction of Susan Frost, the Cormittee
emerged from the decade even more committed to its goal of ensuring that all students have
access to a quality education. Today, the Committee for Education Funding has nearly 1 00
member organizations, institutions, and associations that are active participants in the coalition.

As we come to the mid 1990s, the federal role in education faces unprecedented budgetary
pressures. Under the leadership of its current Executive Director, Edward R. Kealy, the
Committee for Education Funding will continue its commitment to provide the education
community with a strong and unified voice for education as the nation's top priority.

122 C Street, NW o Suite 280 « Washington, DC 20001 « (202) 383-0083
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1997 Committee For Education Funding Members

;

American Association of Classified School
Employees
American Association of Colleges for Teacher
Education
American Association of Community Colleges
American Association of Educational Service
Agencies
American Association of State Colleges
and Universities
American Council on Education -
American Association of State Colleges
and Universities '
American Association of University Professors
American Counseling Association
American Federation of School Administrators
American Federation of Teachers
‘American Library Association
American Student Association ot‘ Community
Colleges
American Vocational ASSOCIatIOﬂ
America’s Public Television Station
Association of American Universities
‘Association of Community College Trustees
Association of Proprietary Colleges
Brunstein & Manasevit
California State Department of Education.
California State University
Career College Association
Coalition of Higher Education Assmance
Crganizations
The College Board
Council for American Private Educauon
Council for Educational Development and
Research
Council for Exceptional Ch:ldren
Council of Chief State School Officers
Educaticnal Legislative Services
Educational Testing Service
Magnet Schools of America, Inc.
The McGraw-Hill Companies
National Alliance of Black School Educators
‘National Association for College Admission
Counseling ‘
National Association of College and University
Business Officers

National Association of Elementary School
Principals

National Association of Federal Education Program

Administrators
National Association of Federally Impacted
Schools
National Association of Graduate Professxonal
Students, Inc.
National Association of Independem Colleges :md
Universities
Nationa] Association of Private Schools for
Exceptional Children
National Association of School Psychologists
National Association of Secondary
School Principals
National Association of State Directors
..of Special Education '
National Association of State Directors of
Vocationa! & Tachaical Education Consortium

- National Association of State Swudent Grant and

Aid Programs

National Association of Swdent Financial Aid
Administrators

National Board for Professional Teachm g
Standards

National Community Education Association

National Council of Educational Opportunjty
Associations

National Council of Teachers of Mathematics

National Education Association

National Middle School Association

National Rural Education Association

National School Boards Association

New York State Education Depantment

Naticnal Title VI Steering Committee

New York University

Princeton University

Public Education Network

Sofiware Publishers Association

Texas Education Agency

United States Students Association

University of Miami

University of Michigan
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COMMITFEE FOR EDUCATION FUNDiNC

1997 Officers and Executive Committee

President: Carnie C. Hayes, Council of Chief State School Officers

Vice-President:  Kenneth McInemey, National Association of Student Financial -

Aid Administrators

Treasurer: - Myrna R. Mandlawitz, National Association of State Directors

-Of Special Education

Violet A. Boyer, National Association of hdependent;Colle ges and Universities
David S. Byer, Software Publishers Association =~ °

Stephanie T. Giesecke, Association of Community College Trustees

Hilary Goldmann, American Association of State Colleges arid Universities
Carolyn Henrich, National Parent Teacher Association

Donna Moilis, Anierican Federation of Teachers

Eitin Nolan, Coalition of Higher Education Assistance Orgamzanons

Nancy O'Brien, Américan Vocational Association

Joel C. Packer, National Education Association :

Michelle C. Richards, National School Boards Association

Charles R. Russell, Texas Education Agency

Lawrence A. Soler, Association of American Universities

Becky Timmons, American Council on Education

John Forkenbrock, ex-officio, National Association of Federally Impacted Schools
Lexy Boudreau, ex-officio, National Councit of Educational Opportunity Associations

S05 Capitol Court, NE * Suite 200 + Washington, DC 20002 * (202) 543-6300
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YOUNG

HARRIS
COLLEGE L
5 . . P.O. Box 98
i February 21, 1997 Yorung Harrie
President o _ Georgia 30582 -

Dr. Stanley O. lkenberry
Prasident

Amaerican Council on Education
One Dupont Clrcle
Washington, D.C. 20036

Dear Dr. Ikenberry

In light of Presldent Clinton's Hope Scholarshlp pnoposals fam shanng our
positive experience at Young Harris Coliege with Georgia’s HOPE program.

- Young Harris College Ie a traditional two ysar, independant, residential, libaral

arts college related 16 the United Methodist Church, The coltege is located in a
rural environment in the mountains of northeast Georgla and has a capacity
enrolliment of 530 students. Our students are primarily the traditional college
freshmen and sophomores, i.e., 18 -20 year olds just out of secondary school:
More than 80% will transfer to a four year college after complating thair work at
Young Harris. We are somewhat selective in our entrance requirements. Our
average freshman in Fall 1998 had a high school: grade point average, computed

‘on acadeniic courses, of 2.93. OQur average SAT was 997.

| understand from the media that some have suggaated that the programs
proposed by President Clinton will lead to increased tuition, oss institutional
student aid and grade inflation. Our sxperience at Young Harris College
suggests that these:problems are unlikely to oceur. (n fact, we have increased
institutional student ald since the beginning of Georgia’s HOPE program,
modearated tuition queases and ralsed our admission requirements which has
led 10 @ modest Improvement in student achievemsnt. We belleve that, at our
institution, HOPE has had a positive Impact which has benefited students.

Since the inception of the HOPE program In Georgia in Fall 1893, we have
raised our entrance requirements to Young Harris Collegs three times. This has
led to a corresponding irnprovement in the academic perfermance of our
students, For example, in the 1992 Fall Quarter, the last year before the
existence of the HOPE program, 9,8% of our students were on the Dean’s List.
in the 1996 Fall Quarter 15% had achlaved this distinction. |n Fall 1692 12.8%
of our students were placed on academic probation whlle in 1998 only 8.8%
ware On academic probation. ARer the 1992 Fall Quarter 2.1% of our students
were suspanded from college because of poor academic performance while only
0.1% were suspended after the 1996 Fall Quarter. We euggest that the

. Aproud tradiion of academic tm:ellencé.
. A strong cornmitment to future achievement.
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difference is improved academic preparation at the entrance Into college and the
financial incentive of HOPE to achiave acaﬂemlcaﬂy while enrolied.

One of the primary stimulants to increased tultlon at our ingtitution Is the cost of
instifutionally funded financial aid. This assistance, which comes from tultion
revenue and gifts to the operating fund of the college, Increases each year.
These increases cause a corresponding increase in tultion and, in tumn,
necessitate additional Increases in instiutionally funded student financial aid,
Thare is every incantive for us 1o keep our tuition as competitive as possible. if
we can do a bietter job of controlling instihtionally funded financial aid, we ¢an
better control.our tuition increases. As in any free market environment, a lower
cost makes us more atiractive 10 a prospecive student

Our evidence mdlcates that the HOPE program has helped us moderate our
tultion increases even though we have increased our institutionally funded
~ student assistance during the existence of the HOPE program. In the 1992-1963

acatemic year, our total financial aid awarded to. 543 students was $1,899,583.
Of that amount, $783,743 was from Institutional funds which was 47% of the ald
awarded. During the 1995-1996 academic year, we awarded a totai of '
-$2,800,603 to 570 students, Our 1995-1886 institutional share was $1,018,178
which i8 36% of the aid awarded. Thus while we have increased our institutional
financlal agsistance to students, we also have decreased the percentage of total
akd provided from coliege sources. Sincs 1883 our students have received a
total of $1,395,464.from the HOPE program. Had we not had the HOPE -
assistanca, we would have had to make up those funds from institutional sources

. which would have raised our percentage of institutionally funded studsnt aid and
increased the amcunt of tuition charged to fund that aid. My estimate is that
increase probably would have been a3 high as 8600

Evidence at our Instltution suggests that the HOPE program has helped us
achieve four desired results: maintain full enroliment, raise academic standards,
increase student financial assistance, slow tuition increases. We belleve that the
program has been positive for our students. Our evidence suggests that
President Clinton’s'Hope program could also be positive for studenta.

Thomas 8. Yow, IH
President

es
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Credit—-Cur_renl Parameters

.| Credit--Simplified Parameters

Maximum $1500 credit per academic year for full-
time enrollment (e.g., for two semesters, or three
quarters), maximum $750 credit per academic year
for at least half-time enrollment, maximum $3000
lifetime.

Maximum $1500 credit per calendar year
(regardless of whether enrolled half-time or full-
time). Credit available twice in student’s lifetime.

Taxpayer must choose between a credit or Taxpayer who is eligible to claim the credit for a
deduction for each academic period. Can claim both | student cannot claim a deduction for the student.
a deduction and a credit for the same student in the C '
same year. '
| Credit available to parent if student eligible to be Same .
claimed as dependent. Otherwise ava:iable to
student.
Credit is phased out for MAGI of between $80 000 | Same

and $100,000

Credit is only available for tuition paid during
taxable year for an academic period during which

.| the student is enrolled least half-time in a degree or
certificate program in the taxable year or beginning
in the first three months of the next taxable year.

Credit is available for any tuttion paid during taxable
year if the student is enrdlled at least half-time in a
degree or certificate program for any academic
period in current taxable year or beginning in first
three months of next taxable year (provided tuition
paid in current taxable year)

Credit is available only for tuition paid for academic
periods before completion of second post»secondary
year of education.

r
Credit is available for any tuition paid dunng taxabie
year in which student is enrolled in one of first two
years of post-secondary education).

Maximum credit is reduced by federal grants.

Same

Amount of credit limited to tuition and required fees
actually paid (e.g., less all grants and scholarships)

Same

Must earn B- GPA. in 13th year to qualify for credn |

in 14th year.

Must obtain a B- GPA for all post-secondary course
work begun in prior years, :

Must not have felony drug conviction

Same

avm
e
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Deduction—Current Parameters

Deduction—Simpliﬁed Parameters

Maximum $10,000 deduction per family per year.

Same

Deduction limited to tuition and reguired fees
actually paid (e.g., less all grants and scholarships).

Same

To claim the deduction, the student must be enrolled
at least half-time in a degree or certificate program
or taking course to improve job skills.

Deduction is available for any tuition paid during - -
taxable year if the student is enrolled at least half-
time in a degree or certificate program for any
academic period in current taxable year or beginning
in first three months of next taxable year (provided
tuition paid in current taxable year), or taking
course to improve job skills.

Deduction available to parent if student eligible to Same
be claimed as dependent. Otherwise available to
student.

Credit is phased out for MAGI of between $80,000

Same

and $100,000 : .




Form 1099 HE 1999

Name of institution . ' ' EIN

a er's Social Security Number
TBXP Y y . —%

Name
Address

Student will have to s
supply SSN to institution

Student's Name (if different from taxpayer's)

Student's Social Security Number

1 Payments of tuition and required fees dunng 1999 by, or on behalf of, student from
sources other than grants or scholarships or employers for semester, etc. beglnmng
in 1999 or the first three months of 2000,

¥

2 Check box if any line 1 payments were for a semester, etc., during which student was
enrolled at least half-time in the first or second academic year of post-secondary
education that was part of a degree or certificate program. '

3 Check box if student completed two academic years of post-secondary educatlon prior
. to enroliment in the first academic period covered by this 1099 HE. :

It the line 3 box is checked, the remainder of this form need not be completed.

4 Check box if student compieted one academic year of post-secondary education prior
to enrollment in any course of instruction for which a line 1 payment was made.

5 Federal grants allocabie o semester( ). etc., for which line 1 payments were made.

E %

6 The lesser of line 1 or $1,500 minus line 5.

'$




" instructions for Form 1099 HE

1 Payments made from the proceeds of loans are included in line 1. Payments made by -
employers are excluded to the extent they are excluded from the employee's income.
All grants and scholarships are treated as payment first for tuition and required fees,
even if nominally designated for another purpose, e.g., rcom and board Exempt
Savings Bond interest is treated as a grant.

2 Peli and SEQG grants are inciuded in line 5. Payments for work study are not included
if a single payment from afederal grant is made for academic periods for which line 1
payments were made and other academic periods, the federal grant must be
appropriately allocated to the periods for which line 1 payments were ma‘deA

////_\“‘\ .
“Instructions for this1098>.
will have to be based =
on detailed IRS guidance
~ regarding definition of ;o
terms and addressing unusual
_‘Curcumstances :



Page 1

Taxpayer name : Taxpayer Social Security Number

Schedule HE-C Tax Credits tor Higher Education

Use this schedule for calculating ailowable credits for the payment of tuition and required fees for the first two years of post-secondary education
for the taxpayer, the taxpayer's spouse, and any person claimed as a dependent by the taxpayer. If a credit may be claimed with respect to any
individual student, no deduction for higher education expenses may be claimed with respect to that student by any taxpayer. Credits may not be
claimed in more than two taxable years with respect to any individual student. Credits are not allowed for taxpayers with modified adjusted gross
income of more than $100,000 on a joint return or $70,000 on a single or head of household return. Credits are not allowed on the returns of
married persons filing separately or for students who are non-resident aliens or certain drug felons. No student may claim a credit on a return if
the student is claimed as a dependent on the return of any other person. Al claims for credits must be supported by Form 1099 HE(s) attached
to this schedule. A credit may be claimed for-an individual student only if the line 2 box is checked on at least one Form 1098 HE for 1899. If
the line 3 box is checked, no credit may be claimed. if the line 4 Box onh any 1099 HE is checked, of if this is the second year for which a credit is
being claimed for a student, the student must have earned a B- grade average (2.75 on a 4 point scale), or the equivalent thereof, with respect

1 First student's name -Social Security number

to education at post-secondary instifutions completed prior to any academlc period for which a credit is claimed on this Scheduie; evidence
thereof must be maintained i in the taxpayer's records. :

Name of institition supplymg 1099 HE Institution’s EIN : 1084 HE line 6 amount
a : .
c - o : . _
dEnter the sum of lines a, b, andc. - : : : ' S S
e Enter the lesser of line d or $1,500 o : ' S .
2 Second student's name Sociai Security number
Name of institution supplying 1089 HE . institution's EIN : 1099 HE line 6 amount
a ) ' $_ . _
b - _ $ .
¢ $
dEnter the sum of lines a, b, and c. ' . ' - . I
e Enter the lesser of line d or $1,500 - : ' : - : .
3 Third student's name Social Security number ' ' '
Name of institution supplymg 1089 HE Institution’s EiN ' 1099 HE line 6 amount
a . . s b e —
b _ ' S
c . . R R T
dEnter the sum of lines a, b, and c. . L
e Enter the lesser of line d or $1,500 _ . - T
4 Fourth student's name Social Security number '
Name of institution supplying 1099 HE . Institution’s EIN . 1099 HE line 6 amount
a ' .
b $ .
c - ' $_
d Enter the sum of lines a, b, and ¢. o ' o : . _
e Enter the lesser of line d or $1,500 c : $

5 Potential credit. Enter the sum of 1e, 2e, 3e, and 4e.




Page 2
Schedule HE-C Tax Credits for Higher Education
Application of phase-out ratio
6. Adjusted gross income (from line xx, Form 1040)

7 income excluded by reason of sections 911, 931, and 933 (see |r|struct|0ns)
8 Medified adjusted gross income: add lines & and 7

S _
$

If your line 8 amount is $50,000 or less {($80,000 or less for a joint return) enter the amount on line 5 on line yy of your Form 1040 and do
not complete the rest of this page.

]

if your line 8 amount is $70,000 or more ($100,000 or more for a joint return), you are ineligible for any credit calculated on this Schedule
HE-C or any deduction calcu!ated on Scheduie HE-D.

9 Phase-out ratio _ . ' '
{a) Line 8 amount minus $50,000 (80,000 for joint returns) : $

{b) Divide (a) by $20,000 and enter. if greater than 1.00 no credit may be cla!med _ : :__ o
10 Enter amount from line 5. . T . _
11 Multiply line 10 amount by line 9 {b) phase-out ratio. ' - ) $ .,

12 Allowable credit: Subtract line 11 from line 10 and enter on line yy of your Form 1040. $



Page 1

~ Taxpayer name ____ Taxpayer Social SecurityNumber

Schedule HE-D Deductions for Higher Education

‘| Use this schedule for caiculating allowable deductions for the payment of tuition and required fees for any period of post-secondary '

education for the taxpayer, the taxpayer's spouse, and any person claimed as aglependent by the taxpayer. Deductions are not allowed for
taxpayers with adjusted gross income of more than $100,000 on a joint return or $70,000 on a single or head of household return.
Deductions are not allowed on the returns of married persons filing separately or for students who are non-resident aliens or certain drug
felons. No student may claim a deduction on a return if the student is claimed as a dependent on the return of any other person. No
deduction. may be claimed for educational expenses of students for whom a credit may be claimed. Al claims for deductions must be
supported by Form 1099 HE(s) attached to this schedule, . Generally, no deduction with respect to an individual student may be claimed
unless the box on line 2 of at least one Form 1089 HE for that student has been checked by the issuing institution. {f the line 2 box has not
been checked, a deduction may only be claimed if the education is related to the student’s job or enhances the student's

employment- related skills and the taxpayer so indicates by checking the appropriate box on lines 1 - 4. No deduction may be claimed with

respect to line 1 amounts on any Form 1099 HE which has been used by the taxpayer or any othe: person to claim a credit using Schedule
HE - C.

education ——1088-HEAine ¢+
is job/skill
related
1 First student's name Social Security number
Name of institution supplwng 1099 HE o institution's EIN- o
a P b S
b T
c - $_ .
2 Second students name Social Security number
Name of institution supplying 1089 HE " Institution's EIN o
a $_ . _
b S R
- . S
3 Third student's name Social Security number - S
Name of institution supplying 1093 HE _ Institution's EIN _ B
a : $
b T .__ $_ﬂ_ [P
G s__ [
4 Fourth student's name : Social Security number :
Name of institution supplying 1099 HE _ Insfitution's EIN B
a ' B
b I 18
c. I T

5 Enter the sum of all amounts from lines 1 - 4. . : : $
6 Potential deduction: Enter the lesser of line 5 amount or $10,000, : $




Page 2
| | Schedule HE-D Deductions for Higher Education
Application of phase-out ratio |
7 Adjusted gross income (from line xx, Form 1040)

8 Income excluded by reason of sections 911, 931, and 933 (see instructions)
9 Modified adjusted gross income: add lines 6 and 7

& G

if your line 9 amount is $50,000 or less ($80 000 or less for a joint relurn) enter the amount on line 6 on hne zz of your Form 104¢ and do
not complete the rest of this page.

I your line 9 amount is $70,000 or more {($100,000 or more for a joint return), you are ineligible for any deducuon calculated on this
Schedule HE-D or any credit caiculated on Schedule HE-C,

10 Phase-out ratio
(a) Line 8 amount minus $50,000 (80,000 for joint returns) ' $:

{b) Divide (a) by $20,000 and enter. If greater than 1.00 no deduction may be clalmed
11 Enter amount from fine 6.

12 Mulliply line 11 amount by line 10 (b) phase-out ratio. : g
13 Allowable deduchon Subtract line 12 from line 11 and enter on line zz of your Form 1040 ' $



*, Student's Name (if different from taxpayer's)

Form10§9 1999 (fﬂyc LLOPE? m\,jv,

Student's first academic period beginning in 1999

Name of insfitution EIN

Taxpayer's Social Security Number \ k

Name

Address spply SSN to institution /

Student's Social Security Number

1 Enrollment status (F, H or P) T

. 2 If enroliment is part of a Degree or Certificate progtam, check boE_

3 Payments of tuition and required fees for academic period made during 1999 by, or
on behalf of, student from sources other than grants pr scholarships or emplayers.

P

4 If student's enroliment for this academic period is part of first two years of post-
secqndar-,r education, check box. r—"

Complete lines § and 6 only if line 4 box has been chepked

5 If stud-ent has enrolied for one full academic year priof to this academic period,
checkbox. T 1 - |

[
6 i Ilne 5 box is checked, check this box if student earned GPA of 2.75 or above, or the
equivalent for the first academic year.

7 Portion of academic year |

8 Federal grants allocable to academic period. |$__ __ ,__ .,_,_\,_ 1

Form 1099 HE 19%9 ~®—————-This four pat form wou
be provided by the
Student’s second academic peried beginning in 1999 institution to the taxpayer
' by January 31, of the

Repeat lines 1-8 from above year following the
/)ngablg year

Form 1099 HE 1999 &

| e
Student's third academic period beginning in 1999 //
Repeat fines 1-8 from above 7
Form 1099 HE 1999 /

Student's academic period beginning during the first three months of 2000 for which
line 5 payments were made during 1899.

Repeat lines 1-8 from above



Instructions for Form 1099 HE

1 Enroliment Status: F = full-time; H = at least half-time but less than fuli-time; P = less
than half-time. All designations are for the academic period for which the student is
enrclied. . ‘ W e

it ey e wet Aprtes G s L e dflopie

3 Payments made from the proceeds of loans are inciuded. Payments made by
empioyers are excluded, Ali grants and scholarships are treated as payment for
tuition and required fees, even if nominally designated for another purpose, e.g., -
room and board. :

5 Portion of academic year: See table below for portion of academic year by type of
academic period and enroliment status.

Type of academic pericd Portion of Academic Year _

' Full-time (F) Haif-time (H)
Semester | 050 0.25
Trimester _ - 050 - 0.25
Quarter . 0.33 017

Qualified summer session | 0.33 0.17

Programs measured in hours of

instruction ' :

300 but less than 450 : 0.33
450 but less than 600 ' 0.50
600 but less than 750 ' 0.66
750 but less than 900 _ 0.83
900 or more 1.00

6 Pell and SEOG grants are included. Payments for work study are not included. ¥ a
single payment from a federal grant is made for more than one academic period,
that payment must be allocated to the appropriate academic periods.

nstructions for this109
will have to be based

~ on detailed IRS guidance
regarding definition of
terms and unusual
ircumstances




Taxpayer name ___ . , Taxpayer Social Security Number,

Schedule HE -- Tax Credits and Deductions for Higher Education _ :
Page 1 : . : 1999

Use this schedule for calculating allowabie credits and deductions for the costs of post-secondary education for the taxpayer, the

taxpayer's spouse, and any person claimed as a dependent by the taxpayer. Use a copy of this page 1 for each student for whom

a credit or deduction is claimed. Credits and deductions are not allowed for taxpayers with adjusted gross income of more than

$100.000 on a joint retumn or $70,000 on a single or head of household return. Credits and deductions are not allowed on on retums of

married persons filing separately or for students who are non-resident aliens or certain drug felons. No student may claim a credit

or deduction on a return if the student is eligible to be claimed as a dependent on a parent's return or the return of any other person.

Credits may be claimed only with respect to the first two academic years of post-secondary education. In general, credits and.

-ideductions can only be claimed with respect to students enrolied at least half-time and who are pursuing a course of study leading to
an academic degree or certificate. No credit may be claimed for a student enrolled less than half-time. A deduction may be claimed

for a less than haif-time student only for courses that are related to the student's job or to enhance the student's job-related skills.

Student's Name __ — Social Security Number

Enter information from Form 1099 HE(s) supplied by educational institution(s)
Academic periods beginning in 1999 Academic penod

tt_ach 1099 HE 1999(s) her _ - _ _ ' beginning in first 3 mos.

of 2000 & paid forin 19

(a)  m © )

Name of institution
2 EIN of institution

Academic period reported on 1099 HE

Enter enroliment code F H or P from 1089 HE(s) line 1

(@ - (b) (c) (d)
Check box if box on 1099 HE(s) line 2 is checked |

Enter amount(s) from 1099 HE(s), line 3 : $ 5 $ 18

Check box if box on 1088 HE(s)line 4 is checked
For each column copy line 5 amount if box on tine 4 is checked and line 3 codeis F or - _ )
H. If line 3 code is P, copy line 5 amount even if box on line 4 is not checked, but only|$ i$ $ 1% _ ]

-~ O bW

if education is job-related or enhances job-related skills.

If claiming a credit for any academic period that is part of the first two years of post-secondary education continue.

If claiming deductions only proceed to page 2.

Do not continue with calculation for any column unless line 3 code is F or H and line 4 and Iiné 6 boxes are checked



Page 1 continued

Calculating credits | [ @ |

@ |

8 Enter academic year(s) or portion thereof of post—secondary education completed by
student prior to 1999, including any academic period beginning during the first three
months of 1999 for which a credit or deduction was ciaimed by any taxpayer for the
1998 taxable year . This amount is at least equal to the entry on Ilne 10 column d on
page 1 of Schedule HE for this student for 1998,

9 Enter amounts from line 7 of 1099 HE(s)

B

10 Add line 8, column a and line 9, column a.

Add line 10, column a and line 9, column b.

Add line 10, column b and line 9, column c.
Add line 10, column ¢ and line 9, column d.

If line 10 amount in any column is more than 2.00 no credlt may be clalmed for
academic period

11 Check box if box on 1099 HE(s) line 5 is checked

12 Check box if box on 1099 HE(s) line 6 is checked

If line 11 is checked or line 10 amount is more than 1.00, no credit may be
claimed unless line 12 Is checked

13 Enter federal grants reported on 1099 HE(s) line 8 l

_ 18

14 Enter credit amount from table in instructions for portion of academic year reported on

line 9 and enroliment status reported on line 5. (see mstructlons)

15 Enter the lesser of line Zr line 14 1+

16 Enter amounts from line 13

‘meﬂmm o

Aih|H h

| enenen

A h | e

17 Sublract line 16 from {ine 15. Do not enter if amount is less than zero.



Taxpayer name | Taxpayer Social Security Number

Schedule HE -- Tax Credits and Deductions for Higher Education

Page 2

1999

TAXPAYER'S SUMMARY OF DEDUCTIONS AND CREDITS FOR POST-SECONDARY EDUCATION

are able to claim on your Form 1040.

Use this page of Schedule HE to summarize potential deductions and credits for each student for which a page 1 of this schedule
has been prepared For any one student either a credit of a deduction, but not both, may be ¢laimed for a particular academic
period. This page is also used to apply the phase-out ratio, if apphcable and determine the total deduction and credit amounts you _

Student's name - Social Security Number

18 Potential deduction: copy amounts from fine 7, page 1
19 Preliminary credits : copy amounts from line 17, page 1

Student's name Social Security Number

20 Potential deduction: copy amounts from line 7, page 1
21 Preliminary credits . copy amounts from line 17, page 1

Student's name - Social Security Number

22 Potential deduction: copy amounts from line 7, page 1
23 Preliminary credits : copy amounts from fine 17, page 1

Student's name : Social Security Number.

24 Potential deduction: copy amounts from line 7, page 1
25 Prellmtnaly credits : copy amounts from line 17, page 1

26 Potential deductions: add line 18,20,22 and 24 amounts in each column
27 Total potential deductions: add 23a, 23b, 23¢ and 23d

28 Enter the lesser of line 2#or $10,000. (17)

29 Preliminary credits: add line 19,21,23 and 25 amounts in each column
30 Total preliminary credits: add 26a, 26b, 26¢c and 26d

Academic period reported on 1098 HE
@@ 1 (b) | (g [ (d)
3 $ $ 3 '
3 3 s $
3 $ $ $
$ $ $ 1% )
$ T8 $ $
3 $ $ $
B 3 s 5
$ 3 $ s
5 3 5 5 ||
3 N
£l $ s $ 1)/
$ -
; Mﬁfl’\ "‘Ig’




Page 2 continued

APPLICATION OF THE PHASE-OQUT RATIO
31 Adjusted gross income (from line xx from Form 1040).
32 Income excluded by reason of sections 911, 931, and 933 (see tnstrucuons)
33 Modified adjusted gross income: add lines 32 and 33.

s
$
$

If your line 33 amount is $50,000 or less, $80,000 or less for a joint return, enter the
amount on line 28 on line yy of your Form 1040 and the amount on line 30 online zz

of your Form 1040 and do not comiplete the rest of this page.

If your line 33 amount is more than $70,000, $400,000 for a joint retumn, you are
ineligible for any deductions or credits calculated on this Schedule HE.

34 (a) Phase-out ratio; line 33 amount minus $50,000 ($80,000 for joint returns)
(b) Divide (a) by $20,000 and enter.

If this ratio is greater than 1.00 no deduction or credit can be claimed.

35 Enter amount from line 28.

36 Multiply ine 35 amount by line 34 phase-out ratio. _

37 Allowable deduction; subtract line 36 amount from line 35 amount and enter on line
_yy of your Form 1040,

38 Enter amount from line 30. '

39 Multiply line 38 amount by line 34 phase-out ratio,

40 Allowable credit: subtract line 39 amount frorn line 38 amount and enter on line 2z of
your Form 1040.

A

o

$
s ]



INSTRUCTION FOR SCHEDULE HE

" 1. Table to be used for claiming credits

" |Academic period Fuli-time enroliment status At least half-time enroliment status
- Portion of Maximum Portion of Maximum
academic credit academic credit
year from for use on year from for use on
1099 EH line 14 1099 EH line 14
ine 7 : line 7 o
Semester | 0.50 | . $750 0.25 $375
Trimester ] 0.50 $750 0.25 $375
Quarter 0.33 $500 0.17 _ $250
Qualified summer session 0.33 $500 _ 0.17 $250
Programs measured in hours of _
instruction _ _ '_ _
' - 300 but < 450 : 0.33 ' $500
450 but < 600 0.50 -~ $750
600 but < 750 0.66 | | $1,000]
750 but < 900 - 083 | $1,250]
at least 900 1.00 $1,500

In addition to walking the taxpayer through Schedule HE, line-by-line, the instructions will have to explain at least the following:
1 Reference to Form 1099 HE and how data from that form relate to Schedule HE.
2 Institution has to have indicated on the Form 1099 HE that it is a gualified educational institution

3 Rules about quatified education

a. Must be part of degree or certificate program
b.- Cannot be for sports or recreation unless part of a degree program
c. Only job-related or skill enhancing education is eligible for deduction for less than half-time students.

4 What fuil-time and at least haif-time means



5 Eligible students

No non-resident aliens

. No high school students

. No convicted drug felons ‘

. B- average rule for second year credits and what to do if institution does notusea4d pomt grading scale

o0 oo

6 What payments count for line 2 amounts

a. Loan proceeds do count

b. Grants and scholarships from any source do not count. Work-study payments are not aid for this purpose.
c. What tuition and required fees means

d. Tax-free Savings Bond interest under section 135 does not count

e. Employer-paid tuition and fees under section 127 do not count uniess they exceed $5,250

f. Under certain circumstances, payments to foreign educational institutions count

g. What happens of gramdma pays junior's tuition bill. Do Dad and Mom get to count the amount?

7 Explain treatment of Pell grants and other federal assistance

a. What to do if Pell grants in taxable year cover education in another taxable year
-b. What the scope of “other federal assistance” is

8 Treatment of insurance reimbursements of tuition for, e.g., sick students
9 Treatment of refunds by institutions, e.g., necessity to file amended returns
10 Deﬂnition of qualified summer session

11 Determining on a student by student, academic penod by academic period basis whether the credit or the deduction giver the
taxpayer a greater tax savings is an extremely complicated problem.



)

Additional Implementation Measures

1)  Certification Form: A form would be prepared for a student to use when providing
his/her social security number, -the address and social security numbers of the taxpayers who can
claim the student as a dependent, and any Privacy Act waivers necessary to allow the school to
report academic information about the student.

2)  Enroliment year as of effective date: The IRS would have to publish a notice establishing

the enrollment year of students who have already had some postsecondary education at the time
the legislation went into effect. The notice would contain a detailed table showing how students
to convert the type of academic period at an institution into decimals (e.g. a semester is .50) and
add them together to establish whether a student had depleted his/her eligibility for the credit.

3 ; ete _ prade ; ems: Regulations would prescribe
to mstlrutlons how to ca}cuiate the GPA of a student who takes a temporary incomplete in a
course, has not yet received a grade from a professor or has been graded strictly on a pass/fail
system. These rules would be necessary to apply the B- requirement for the second year of the
credtt

: : _ : The Department of Justice would be
asked to cletenmne whether students applymg for the credlt had drug felony records. The checks
would need to be swift so as not to delay taxpayer refunds. L

5) cpart) ecks ¢ n: The Department of Education
would pr0v1de a tape of the employer ldentlf cation numbers of ellglble institutions that could be
used for compliance purposes.

6) - Allocation rule for scholarships and fellowships: The revenue estimate assumes that any

scholarships or fellowships received are used first to offset tuition and fees and then for any
additional costs of attendance. This assumption would have to be added to the proposed
legislation or the legislative history to support a future regulation.




| — HOPE —

. Eligible Georgia Private Colleges: ‘ 1996-97 Acadernic Year
© .. AgnesScott College: - .-+~ Morehouse College PR 1
- 1I " Andrew College o Morris Brown College - -
| ArtInstinute of Atlanta Oglethorpe University ;
I Atlanta Christian College ~ Oxford Coliegeof
i AtantaCollege of Art Emory University
' |l Beny College Paine College i
' . Brenau University Piedmont College i
| Brewton-Parker College ~ Reinhardt College
' Clark Atlanta University Savannah College of Art #
‘ 5 Co Shorter College ;
; venant College !
i' DeVry Institute of Spelman College E
' i Technelogy Thomas College i
} Emmaruel College Toccoa Falls College :
i Emory University Triett-MeConnell
| Georgia Military College ~_ College !
; ! Georgia Baptist College Wesleyan Cg].lege '
: ' of Nursing Young Harris College :
: “I wasboth a student and : LaGrange Coliege %
Life Coliege ]
i a teacher at one of Georgia’s Mercer University !

! private colleges, so L know

«  Or1-800-546-HOPE
Intgrnet address: hitp://www state.ga.us

firsthand the value of these |
! schools to Georgia’s ciizens. - ‘
The HOPE Scholarship Program. . O PI 5 : }"
i : ; i a.
{ . ]
| expands higher educational -,_ _ |
‘; an - It PaysTo Get Your Education. g
. o ; 1
choices forall Georglans. ’ The HOPE Scholarship Program :' o
2082 East Exchange Place, Suite 100 3 %
i' — Govemor : Tucker, GA. 30084 g
-' ZELL MILLER - (770) 414-3085 -
2
=
o

I
|
1 I -
i :  The HOPE Scholarship Prograr — Helping Quisanding Pupils Educctionally - is : R . i
! i mndedbymeﬁm@alomyforMGn ngmmdmrlqareml‘gccuocha:.ge,L' ; o : : \H.‘_-_._ .
b ) . - . .
]
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Quahﬁcanons

Beginning with the 1996-97 academic year, if
you wish to enroll in a degree program as an entering
freshman at an eligible Georgia private college or
university, you must meet the following quabfications:

» Be 2 Georgia resident.

* Be a 1996 or later high school graduate,

» Bamn a ‘B’ average (a 3.0 curmddative grade average
on a 4.0 scale, or 80 mumeric grade average, meeting
the college preparatory track; if you are in any other
curricdurm track, you must hawe a 3.2 curmdative grade
average on a 4.0 scale, or 85 numeric grade average).

Students who graduate trom high school in the
year 2000 and thereafter will be required to eam a ‘B’
average in their core-curriculum subjects. Students
must also graduate meeting the curmiculum require-
ments in their program of study.

Armount of HOPE Assistance:

Students may receive first-year HOPE assistance
for the first 30 semester hours (or 43 quarter hours) at
any eligible private college or un.ivei-siry n the amount
of $3,000 per school year.

HOPE scholarships may be applied only to
tuition and mandatory fees not covered by Pell or other
Federal grants you receive.

In addition to the HOPE Scholarship, residents of
Georgia who are full-time students (72 Aours)may also
receive the Georgia Tuition Equalization Grant (TEG)
of $1,000 per academic year.

L Scholaxshlp Renewal

You may renew the schola.rshlp for your sopho—
mare, unior, and serigr years. To do 5o, you must:

* Maintaip a 3.0 cumulative grade average.

* Reapply for the scholarship by completing the
approved forms as designated by the Ainancial
aid office at the institution you attend.

* Be making satisfactory academic progress.

* Be a full-time student (12 hours),

Second Chance Opportuni

for Students to Re-enter HOPE:

HOPE is a reward for scholastic achievernent
and an incentive to continue working hard in school.

If you fall below a 3.0 average after anempting
30 sernester hours (or 45 quarter hiours), you may
continue your sophornore year at your 0wn expense,

Then, if you earn a cumulatve 3.0 grade average
at the end of your sophomore year (60 arternpted
semester howrs or 90 quarter hours), you will be given
a second chance to receive a HOPE scholarship for
your jurior year, with the opportunity to renew the
scholarship for your seror year.

Drring your sophomore yeat, if you are a full-
tune student (1.2 hours), you will continue o receive
the $1,000 Georgia Tuitnon Equabizaton Grant.

HOPE for Students Already
in Prvate Colleges:

If you anended an eligible private college or
university for at least one school term beginning
summer 1995 through summer 1996 and received
the HOPE grant in the amount of $1,500 per
acadermic year, you may be eligible ro continue
receiving this tuition assistance through spring 1999,
Ifyou do not meet this qualification, you may only be
eligible for the Georgia Tuition Equalizadon Grant of

51,000 per academic year. You must continue o be a

full-ime student (72 fours) making satisfactory
academic progress.

i ‘WhatTo Do. :

AllHOPE applicants attendlng private coIleges or
universities must complete the Georgia Tuition Assis-
tance Grant Application. You may also be required to
complete the Free Applicanon for Federal Student Aid
(FAFSA)or the HOPE Alternate Application.

These applications are available at any eligible
Georgia private college or university.

Ask the financial aid office at the institudon you
plan to attend for the necessary applications. Also, be
sure to check for the deadline dates.

Find Out More.

For more information, contact the HOPE Schol-
arship Program., Call oli-free 1-800-546-HQOPE.
In Mewo Adanta, call (770) 414-3085.

Be sure 10 contact the financial axd office at the
insttution you are planming to attend regarding
information on tuiion cost, residency determination,
and coursework eligible for HOPE assistance.

CLINTON LIBRARY PHOTOCOPY |~

s

<o




— HOPE —

1996-97 AcademicYear

Isceless
Butln

But!
ItDoe%ﬁtt - With

“It has never been more
important for our students

togeta co]lége_ é_dgcatiom

i but it has never been harder
for families to pay for.
The Lottery for Education o
f has provided HOPE so
g Georgia families will be ] e
i o i B
E HQ JE ‘ able to give their childrenthe §
It PaysTo Get Your Education. educational opportunities 5 g
The HOPE Scholarship Program i they must have to succeed : g
2082 East Exchange Place, Suite 100 ! L B
(770) 414-3085 | S I §
Or 1-800-546-HOPE LO . e N =
eﬁ Y i — Govemor S
i Int : http: .state.ga. W | i
| ernetaddress: http://www.state.ga.us ® ‘l ZELL MILLER _ V‘% o
The HOPE Scholarship Program - Helping Oistandivng Pupits Educarionally - is i. T R :
funded by the Georgia Lonery for Educanon, Progmm details are subject 1o change. !
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HOPE Eligible Institutions

s Public:
 Abraham Baldwin
. - Agncultural College
'Albany State College
- Armstrong State College
j Atlanta Metropolitan College
Augusta College
Bainbridge College
Brunswick College
Clayton State College
Columbus College
Dialton College

AdODOLOHE ANYHET NOLNITO y

~—= -~ Danton College

" DeKalb College
- ‘East Geargia College
Floyd College
Fort Valley State College
Cainesville College
Georgia College
Georgia Southern University
Ceorpa Southwestern
College
Georgia State University

Georga Institute of
Technology

Gordon College

Kennesaw State College
Macon College

Medical College of Georgia
Middle Georgia College
North Georgia College
Savannah State College
South Georgia College

Southern College of
Technology

University of Georgia
Valdosta State University
Waycross College

West Georgia College

Private:
Agnes Scoit College
Andrew College
Art Instirute of Atlanta
Atlanta Christian College
Atlanta College of Art
Berry Co]lege
Brenau University
Brewton-Parker College
Clark Atlanta University
Covenant College
Devry Institute of Technology
Emmanuel College
Emory University
Georgla Military Collepe

Georgia Baptist College
of Nursing

LaGrange College

Life College

Mercer University

Morehouse College

Moms Brovwn College

Oglethorpe University

Oxtord Collepe of Emory
University

Paine College

Piedmont College

Rewhardt College

Savannah College of Ast

Shorter College

Spelman College

Thomas College

Toccoa Falls College

Truett-McConnell College

Wesleyan College

Young Harris College

Technical:
Albany Technical Instirute Pickens Techinical Institute
Altamaha Technical Sandersville Regional
Institute Technical Institute
Athens Technical Institute Savannah Technical Instirute
Atlanta Technical Institute South Georgia Technical
Augusta Technical Institute Institute
Ben Hill-lrwin Technical Southeastern Technical
Institute [nstitute
Carroll Technical Institute S“{ain_sbﬂfonfhnical
Chattahoochee Technical nstitute , .
Institute Thomas Technical Institute
Columbus Technical Valdosta Technical Instirute
Instiute Walker Techmical Tristitute
Coosa Valley Technical West (eorgia Technical
Institute Institute
Dalton School of Health
DeKalb Technical Institute
Flint River Technical
Insutute
Griffin Technical Institute
Gwinnett Technical
Institute
Heart of Georgia Technical
Institute

Lanier Technical Institute

Macon Technical Institute

Middle Georgia Technical
Institute

Moultrde Technical Institute

North Georgia Technical
Institute

North Metro Technical
[nstitute

Ogeechee Technical
Institute.

Ckefenokee Technical
Institute

" . 2000and thereafter will be required tg earn a ‘B’ averagein - -

HOPE Can Help YouGet
the EducationYouWant.

HOPE - Helping Curstanding Pupils Educationalfy —
is Georga's unique scholarship program that rewards students’
hard work with financial assistance in degree, diploma, or
certificate programs at any eligible Georgia public or private
college, university, or technical institute. Since the program’s
establishment, nearly 200,000 Georgians have benefitted from
this program funded by the Georgia Lottery for Education.

You can benefit from HOPE in several ways. If yvou wish 1o
erroll in a degree program at a Georgia public college or univer-
sity, you may be eligible for financial assistance covering tuition,
mandatory Fees, and a book allowance. The HOPE Schelarship
Program also provides an opportunity for students already in
public coliege or those who wish to return to public college.

If you wish to enroll in a Georgia private college, you may
be eligible for a $3.000 annual scholarship for tuitdion and
mandatory fees. You may also receive financial assistance for
non-degree programs at any Georgia public technical institute.
Other HOPE assistance is available for GED recipients.

This brochure will provide more detaiis about the HOPE
program to help you get started. For information about the
HOPE Teacher Scholarship Program or the PROMISE Teacher
Scholarship Program for teachers and individuals who want to
teach in Georgia public schools, please contact the HOPE
Scholarship Program.

Here's How HOPE
CanHelpYou.

HOPE for Students Attending a
» Georgia Public College or University.

If you wish to enroll in a degree program as an entening
freshman at a Georgia public college or university, you must
have the following qualifications:

* Be a Georgia resident.

» Be a 1993 orlater high schocl graduate.

+ Eama ‘B’ average {a 3. (cumulative grade average ona
4 Oscale, or 80 murmeric grade average, meeting the college
preparatory track; if you are inany other curniculum frack,
you mst have a 3 2 cumidative grade average on a 4.0scale,
or 85 numenic grade average}

Students who g%aduate from high school in the year

“theic éore-curaulum sibjects, Students mustalso graduate
meeong the cuniculum requirements in their program of study.
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Students may receive first-year HOPE assistance for the
first 45 credit hours attempted at any Georgia public college or
university, which includes tuition, mandatory fees, and a book
allowance up to $100 per quarter. Full-time enrollmen[ isnot
required.

HOPE scholarships may ke applied only 1o tuition and mandatory
Sees notcovered by Pell or other Federal grants received.

Students may renew the schalarship for their saphomore,
junior, and senicr years. To do so, you must:

*Maintaina 3.0 cumulative grade average.

* Reapply for the scholarship by completing the
Free Application for Federal Student Aid (FAFSA)
or, ifapplicable, the HOPE Alternate Application.

« Be making satisfactory academic progress.

Second-Chance Opportunity
for Students to Re-enter HOPE:

HOPE is a reward for scholastic achievement and an
incentive to continue working hard in school. [f after attempting
45 hoursin a public college you Rall below a 3.0, you may continue
your sophomore year at your own expense. fyoutheneam a
cumulative 3.0 grade average at the completion of your sopho-
more year (90 arternpted hours), you will be given a second chance
to receive a HOPE scholarship for your junior year with the
opportunity torenew the scholarship for YOUT Se1uor year
{{35anenpted hours).

HOPE for Students Already in Public College
or Retuming o Public College:

Tfyou gradvated from high school prior to the establishment
ofthe HOPE pragram in 1993, or if you are not academically
eligible fora HOPE scholarship immediately after high school
graduation, you may be cligible for a HOPE scholarship after
attempting 90 hours of study, if you obtain a cumulative 3.0 grade
average for your first two years of study

NOTE: Students attending a Georgia public coffege or
university who are seeking a diploma or centificate rather than
a degree should refer to Secrion 2 below.

HOPE for Students Attending a
« Georgia Public Technical Institute.
Georgia residents attending a Georgia public technical
institute to ear a certificate or diploma are eligible for HOPE
assistance regardless ofhigh school graduation date or grade
average. The HOPE Scholarship Program covers tuition,
mandatory fees, and a book allowance up to $100 perquarter.

HOPE scholarships may be applied only 10 tuition and mandatory
Jees not covered by Pell or other Federal grants received.
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You may receive HOPE assistance for a total of two
programs of study leading to a certificate or diploma, Full-time
enroliment is not required, but the student must be making -
satisfactory academic progress to maintain eligibility. '

INOTE: Students seeking deorees at ¢ Georpia Sechnical fnstitute
must follow the qualifications for students seeking degrees at.
Georgia’s public colfeges or universities. Refer to Section 1,

HOPE for Students Attending
» Private Colleges or Universities.

If you wish to enroll in a degree program as an entering
freshrnan at a Georgia private college or university, you must
have the following qualifications:

* Be a Georgiaresident.

* Be a 1996 or later high school graduate.

» Earna'B’ average (2 3.0cumulative grade average on q
4.0scale, or 80 numeric grade average, mecting the college
preparatory track, i you are in any other curriciduns track,
you rust have a 3.2 curmularive grade average on a 4.0scale,
or 85 mumeric grade average).

Students who graduate from high school in the year 2000
and thereafter will be required 1o earn a ‘B’ average in their core-
curriculum subjects. Students must also graduate meeting the -
curriculum requirements in their program of study..- :

Students may receive a HOPE scholarship in the amount
of $3,000 per academic school year for the first 30 semester hours
attempted {45 guarter hours). Full-time enrollment is required. Asa
full-ume student and a2 Georngia resident, you may also beeligible
for an additional $1,000 from the Georgia Tuition Equahza tion
Grant.

HOPE scholarships may be applied only to tuition and mardatory
Jees nor covered by Pell or other Federal granis received.

Students may renew the scholarship for their sophomore,
junior, and senior years. Todo 50, you must:

= Maintain a 3.0 cumulative grade average.

+ Reapply for the scholarship by completing the
appropriate forms as designated by the financial aid
office at the institution you attend.

» Be making satisfactory academic progress.




Second-Chance Opporturity for
Students to Re-enter HOPE:

HOPE is a reward for scholastic achievernent and an
incentive to continte working hard in school. If after attempting
30 semester hours (43 guarter hours)in a private college you fall
below a 3.0, you may continue your sophomore year at your own
expense, [fvouthen earn a cumulative 3.0 grade average atthe
completion ofyour sophomore year (60aitempted semester howrs
or 90 guarter hours), you willbe given a second chance toreceive a
HOPE scholarship for vour junior year with the opportunity to

~ renew the schelarship for your senior year (90 attempred semester
hours or 135 quarter howrs). As aGeorgia resident and full-time
student {12 hours), you may continue to receive the Georgla
Tuition Equalization Grant in the ameunt of $1,000 per
academicschool vear.

HOPE for Students Already
Adtending an Eligible Private College:

[fyou attended an eligible private callege or university
for at least one school term beglaning surmmer 1995 through
sutnmer [996 and received the HOPE grant in the amount of
£1,500 per academic year, you may be eligible to continue
receiving this tuition assistance through spring 1999. Ifyou do
a0t meet this qualification, you may cnly be eligible for the
Georgia Tuition Equalization Grant of $1,000 per acaderic
year. You must continue to be a full-time student (12 hours)
making satisfactory academic progress.

For more information, see the 1996-97 HOPE brochure
for private colleges.

HOPE for GEDRecipients at
« (Georgia Postsecondary Institutions.

Georgia residents who earned a General Education
Development (fugh school equivalency) certificate awarded by the
Georgia Department of Technical and Adult Education after
June 30, 1993 may receive 2 one-time $300 HOPE award. This
can be used toward tuition, books, and other educational costs
at an eligible public technical institute or public or private college
or university in a degree, diploma, or certificate program.

Full-time envollment is not required. Students must use
their HOPE eligibility within 24 months of the date of the GED
certificate. Military personnel have 52 months to exercise
eligihility.

in addition to the $500 award, GED recipients may also
qualify for assistance through other compaonents of HOPE.

5
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How to Apply for HOPE

Just follow these steps:

* Students planning to attend a public technical insti-
tute, college, or university must complete the Free
Application for Federal Studert Aid (FAFS4)or,
ifapplicable, the HOPE Alternate Application
The FAFSA is available from high school guidance
offices, college financial aid offices, or technical
institutes, and from the HOPE Scholarship Program.
It is used to determine eligibility for Federal aid such
asthe Pell Grant.

*» The FAFSA includes a section for the applicant to
indicate which schoois he or she is considering so the
mformation can be sent to those schools, The student
should then apply for admission at each school.

Some colleges and technical institutes also require
the student to complete the school’s financial aid
application. The financial aid office at the school will
advise the student if this is necessary and of the
deadline dates.

1996 high schoo! graduates as entering freshmen
attending eligible private colleges or universities must
complete the Georgia Tuition Assistance Grant
Application. Y ou may also be required to complete
the FAFSA or the HOPE Alternate Application.
These forms are avallable at all eligible Georgia
private colleges or universities.

-*

Renewal students attending an eligible private college
oruniversity must complete the Georgia Tuition
Assistance Grant Application to continue receiving
the HOPE grant and the Tuition Equalization Grant,

How to Get
Additional Information.

You may call the HOPE Scholarship Program for
mare information.

Call tolt-free 1-800-546-HOPE. In Metro
Atlanta, calt (770) 414-3085.

The financial aid office at the postsecondaiy school
can pravide information on tuition costs, residency deter-

" mnation, and coursework eligible for HOPE assistance.

Contact them directiy.

R


http:school.lf

| A0OOLOHA RIVHETINOLNTD

It Pays To Get Your Education.

The HOPE Scholarship Program
2082 East Exchange Place, Suite 100
Tocker, GA 30084
(770) 414-3085
Or 1-800-546-HOPE
Internet address: bitp://www state.ga.us

The HOPE Scholarstip Program = Helpog Ontstanding Frapils Edrecotionally - Is
fended by the Geongia Lottery for Education. Program details ane subject 1o change.

@ Prnted on recycled paper 3796
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HOPE2000

The year 2000. A new century. A new millennium.

And you will be a member of the new mallenmum's first

high school graduating class. And what will your plans
*  be after graduation? Will you go to college or technical
school to learn the skills that will give you career choices
and help you get a better paying job? It probably seems a
little early to be thinking about college. But there is a very
important reason to plan ahead: the HOPE Scholarship.

Beginning with your high school graduating class,
the Class of 2000, the eligibility requirements fora
HOPE Scholarship will be based on the core-curriculum
subjects: 4 units of English; 3 units of math; 3 units of
science; 3 units of social studies; and, of you're earning a
college preparatory diploma, 2 units of a foreign

“Our great state is striding “language. This will ensure that you are better prepared 1o
~ succeed in college.

toward the new millennium... , What IS HOPE? ‘

and the HOPE Scholarship Helping Outstanding Pupils Educationally (HOPE)
- isGovernor Zell Miller's educational program to reward
will be there in the year 2000 I' students whe have eamed good grades by helping with
: i the expense of continuing their education after they
i graduate from high school.

for every Georgia student o : _
HOPE may be used at ehgible public or private

' colleges and universities, and public technical institutes
. in Georgia. The program is funded by the Georgia

. Lottery for Education, which began in 1993.

for the future.” - : HOPE will be there for you, too — if you start
planning now.

~ who works hard to prepare

— Governor

ZELL MILLER _: How Can HOPE
i Help You?

Continuing your education after high school can be
expensive. But a HOPE Scholarship can help you with
part of your costs: The amount you receive from HOPE
depends on the type of school you choose to attend:

.2,




« At a Georgia public college, university or technical
institutei, HGPE pays your tition, mandatory fees, and a
book allowance of up to $100 per quarter. The HOPE
- Scholarish.ip can only be applied toward tuition and
mandatory fees not covered by Federal aid you may
receive. :

. Alt an eligible Georgia private college or university,
a HOP‘|E Scholarship will pay up to $3,000 a year toward
your tuitton and mandatory fees. You may receive an
additim!lal $1,000 from the Georgia Tuiton Equalization
Grant each year.

I-I(:JPE does not pay for everything. You may
have other expenses such as additional costs for books,
housing and meals, transportation, and personal
expensies {for example, clothing and medical treapment).
You and your parents will want to consider these costs
when budgeting for your education.

How DoYou Get
HOPE?

Tt's very important that you have good grades to
be eligible for a HOPE Scholarship.

To earn a HOPE Scholarship, you must have a ‘B’
average. Only the core-curmiculum classes you take in the
Oth gralide (Feshman year) through the 12th grade (Senior
year) will be included in figuring your grade point
averag‘l:.

Alstudent planning to eam a college preparatory
- diploma must also graduate meeting the curriculum

—

requirements and have earned a 3.0 cumulative grade
average on a 4.0 scale, or an 80 numeric grade average,
in the (!:Ore-curriculum subjects. If youplantoeamn a
vocati(]mal diploma, you must graduate meeting the
curriculum requirements and have earned a 3.2
cumulTirive grade average on a 4.0 scale, or an 85

numeric grade average, in the core-cutriculum subjects.
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WhatIf
You're Thinking
About GomngTo A
"Technical Institute?

Not everyone graduating from high school wants
to pursue a college degree, That i1s why HOPE assistance
is also available for students who wish to continue their
education by seeking a diploma or certificate at a
Georgia public technical institute. Certificate and
diploma programs are available in many skilled fields to
provide students with the knowledge and technical skills
necessary to be competitive in tomormrow's workforce.

How CanYou Prepare
ForThe Future?

1. Work hard in school. Take challenging classes
to prepare yourself for the future.

2. Develop good study habits.

3. Learn about Georgia’s colleges, universities,
and technical institutes and the programs they offer.
Visit school campuses with your parents.

4. Start thinking about the direcrion you'd like to
take in life.

And if you or your parents have any questions,
call HOPE at (770) 414-3085 in Metro Atlanta, or
toll-free 1-800-546-HOPE.

GO
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"Terms You Need
| To Know

Certificate/Diploma:
A form of recognition awarded to a student after
he or she satisfactorily completes a program of study
offered by a postsecondary institution. A certificate
may be earned in as little as s1x weeks, while a diploma
may take as long as two years to complete. Eamning a

cezﬁlﬁcate or diploma can help when you apply for a job.

Core-curriculum Subjects:

High school classes in math, scrence, social studies,
Enghsh, and foreign languages. Many classes that
students take in high school are not core-cuniculum
subjects {for example, physical education, art, band, home
econgmics, and yearbook).

Cumulative Grade Point Average:

The average of the grades you have eamed for
all the classes you have taken while in lugh school
(or alaﬂege). Many schools use a 4.0 grading scale in
whi(il:h an‘A’equals4.0,a ‘B’ isa3.0,anda‘C’ isa
2.0, pegilming with the high school graduating class of
2000, only the grades earned in core-curnculum high
scho{'ol subjects will be counted in figuring your grade
point average for HOPE eligibility.

Curriculum Track:

The course of study in which a student graduates
from high school, usually coliege preparatory or
voca:tional studies. Each curriculum track has certain
requirements as to the number of units of math, science,
English, etc., that a student must take.

Degree:
A form of recognition awarded to a student after
satistactorily corpleting a program of study offered by
a postsecondary institution. An associate degree is
awarded for a two-vear program of undergraduate study;
a bachelor's degree is awarded for a four-year program.
'Man%y jobs require a college degree.
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Financial Aid:
Money awarded to a student as a grant, scholarship,
or educational loan to help pay for the cost of attending a
postsecondary instifution.

Grant:

Financial aid that s awarded to a student based on
ceitain eligibility requirements, such as financial need or
enrolirent at a particular institution. Unlike a loan, a
grant doesn't have to be paid back. Grants may usually
be renewed each year if the student meets certain
standards. '

Mandatory Fees:

The amount of money that schools charge students
to cover costs not associated with their classes, such as
costs for some athletic activities, student activities, and
health fees.

Postsecondary Institution:

An institution of higher learning (beyond high school).
This may be 2 public or private college, untversity, or
technical institute offering degree programs, certificate
programs, or diploma programs.

Scholarship:
Financial aid that is awarded to a student in recog-
nition of special achievement (high grades, athietics, per-

. Jorming ans, eke). Unlike a loan, a scholarship does not

have to be repard. Scholarships may usually be renewed
each year if the student meets certain standards. The
HOPE Scholarship may be renewed if a student
maintains a 3.0 (B’ curnulative grade point average in
coliege.

Tuition:
The amount of money schools charge students for
instruction (what you pay to take classes there). Tuition rates
vary from one imstitution to another.
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| QUESTIONS AND AN SWEIRS
AMERICA S HOPE SCHOLARSHIPS
For Internal Use

1. Why are .you making a new proposal ho_w?_ What-was‘wrong with your original one?

. The President has worked throughout his career and his administration to expand .

access to college. He put in place two new programs to make it easier to go to
collcge (National Service and Direct Leriding), increased Pell Grants, and proposed a

- $10, 000 deduction, honors scholarships for the top 5% of every high school class, and

expanding work study to 1 million students over the next five years. Today, he is

‘taking another important step that will hclp make two years of college as universal as

four| years of high school. The President is so determined to expand college
opportunity that he is putting forward $8 billion in-new budget savings to pay for this
new|proposal.

. 2. Aren’t you just' trﬁng to pf’e—_empt Seﬁator_ Dole?- '

We havc no idea what Senator Dole plans to propose, if anything. The President is
only interested in setting forth his vision for.the country —— and giving more
Amel,rlcans the chance to go to college is central to that vision. He also believes that -
any |tax cut must be targeted and pald for. We can't g0 back to the days of somcthmg
for nothing. ,

3. Isn't this Jjust an election-year gihimiék?

The Pr'csid'cnt__ is 'givin'g a series of commencement addresses on the challéngcs we face

as we move into the next century: restoring the social fabric; keeping America the

strongest force for freedom and democracy; promoting economic growth; strengthening
the famlly He came to Princeton today to give a serious, thoughtful speech that lald
oitt his vision of how to promote economic growth and raise incomes.

4. How are you going to pay for this? -

The |Hope Scholarshlp Tax Credit costs $25.1 billion over six years; the $10,000
dcdu}ctlon now costs $17 8 billion —— for a total of $42.9 billion, an increase of $7.9
billion over the proposal in the President’s balanced budget plan. To offset those new

, c:ostsr the Administration is proposing new budget savings: Auctioning radio spectrium

($2. lb), increasing. international departure tax ($2.3b); reduction of sales source rule
benefits (83.5b). The cost of the deduction is reduced largely. because-more people -
makle use of the credit, and also by lowering the income limits to conform to the

income limits on the Admlmstratlon s expanded IRA prc)posal (i.e. from $120,000 to

$100,000).




5. Doesn't this trigger off in 2001?

The|President is committed to a permanent proposal to offer the America's Hope
Scholarship tax cut. This new proposal is completely paid for with new offsets. Under

: OMB scoring, this new tax credit would be extended indefinitely. If Congressional
Budget Office economic assumptions come into effect and there are less revenues to
offset the tax cut, the Administration will put forward additional spending cuts for
FY2001 and FY2002 to ensure both that the tax credit continues.and that the budget
stays in balance.

6. Can you take both the credit and the deduction at the same time?

The [credit is $1,500 per student. The deduction is $10,000 per family. A family
could use the deduction for one or more children and the credit for others. No single
individual or family mcmber, howevcr could use both the credit and the deduction for
the same student. '

7. Isn't it sltrange that under your proposal a family in the 28% bracket with $10, 000 in
tuition would get over $2000 in tax cuts even w:thout attaining a B average?

The |vast majority of families will choose the Hope Scholarship tax credit and find it
far to their financial advantage. . (The credit is estimated to cost $25.1 billion; the
deduction $17.8 billion.) For example, for a family that makes $45,000 and has
tuition of $200{J the credit would be worth $1200 a year more than the deduction.

All famlllcs in the 28% brackct with tuition under $5300 will find the credit to their
advalmagc And families with two or more children who are near the maximum will
ofteﬁ find it to their advantage —— because they can take the credit for one child and :
the deduction for another

8. Why did'.you not apply the B average to the deduction?

The President's $10,000 deduction was designed to make a major statement for all
educlation investrnent in human capital should be given a tax deduction just as
investment in physical capital is. The $10,000 deduction is for families and it is for
any Itypc of education that contributes to one's career advancement —— college,
graduate school, career training. The Hope Credit is a special tax credit designed to
specifically encourage all Americans to see that two years of college must be a
natlonal norm, and it is designed to say to every state: if you offer tuition within $300
of th]c national norm, you can now provide free community college tuition for all of
your: residents. :




9. Will this

plan lead to grade inflation?

So far, in Gcorgla there is little if any evidence of that. In fact, many students have

droppcd off aftcr the first years.

10. This plan is supposed to be based on the Georgia plan, yet unlike Georgia, it does
not reqmre a B average in High School.

Isn't this a

The
stud

different model?

core of Georgia's plan is to expand access to college ~ and c'hallcngc
ents to make the most of it. Like our plan, it requires students to mamtalu aB

aver‘age in college in order to remain ¢ligible.

Bec:
pub

ause they have made the bold decision to provide free tuition for four years of
ic college, they ask for a B average before making a student eligible for these

extensive benefits.

The

President's plan, gives everyone a chance for a start, and then like Georgia,

requ

ires a B average to maintain benefits. With this new federal partnership, the

President’s plan will make it more possible for more and more states to follow

Ge(._'::rg,ia's move and provide four years of college tuition for those who perform at a B

average.
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MR, MCCURRY: Good morning, everybody. It's a :
pleasure to welcome you to the Chancellor Green Association where
many, many, many nlghts I poured a beer right at that bar, back
in the drlnklng days. What I'd like to do is have Gene Sperling
and Bruce Reed, who you know well, tell you a little bit about
the Pre51dent's scholarship program. And then we're delighted to
have with us Governor Zell Miller. - The President invited _
Governor Miller to come with us today, given the importance that
- the Georgla HOPE Scholarship program played as an inspiration to
the Pre51dent's policymakers as we crafted the proposal that the
Pre51dent will announce today. He can tell you a little bit
about the Georgia experience. Gene and Bruce can tell you more
specifﬂcally about the proposal the President will make in his
remark% thlS morning.

Gene, "you want to start? We have the dynamic duo,
and then the Governor. :

i MR. SPERLING: This was an idea that we started
working on 1in October-November of '85. As we went into the
balanced budget negotiations, we put it off for a while,
obviously, to focus on the negotiations. But it's something that
the Président has wanted to do for a while.

The goal is that as we have now come to have a
universal standard that every American should seek K through 12,
12 years of education, we wanted to stress the notion that 14
“years. of education, two years of college, should be considered
the un1versal norm.-- the minimum that people need in order to do
well in ‘the new economy. And so what we did was add to the
President's $10,000 education deduction a $1,500 refundable tax
credit| for famllles up to $100,000,.

The $1,500 refundable tax credit is available to any
student in their first year, and then, in order to get it in your

MORE



second yegr, the student has to have received a B average in
their first year. If they're a part-time student or half-time
student, ithen whatever pecint the hit one year they would need to
show that they have maintained a B average. That would be
technically probably a B-minus average; it was scored at 2.75.

So that is the core proposal. It does -- the way
that it -=- I think that we tried to put the cost of it fairly
clear there. . The credit ends up being $25.1 billion, but just to
give you|a very quick walk-through, just because I know it gets '
confusing -- our $10,000 deduction, the number you've seen
before,_ﬁas $41.2 billion. That was the seven-year number, from
Fiscal Year '96 to 2002.

| Obviously, Fiscal Year '96 is practlcally gone, so
now all of the budget issues are being -~ by beth us and the
Republlcans - are being scored from Fiscal Year '97 to 2002.

- 80 our costs over six years would have been $35

. billion for the $10,000 education deduction. By adding the -- by
limiting}the income cap from $120,000 to $100,000, that saved
$6.5 billion And then there is another $10.7 billion that is
saved just because the credit 1s more attractive, so families
with klds in their first two years will choose -- most famillies
will cholose the credit over the deduction. That still left the.
total c&stlng $43 billion over six, or $42.9 billion over six, or

_$7 g blﬂllon more than was in cur balanced budget.

And so the savings you see on the foreign source
sale income, the radio auction and. the international departure
fee are [the three paid-fors that come to $7.9 billion. This was
absolutely ¢ritical to us that anything that we put forward have
specific paid-fors s¢ that we stay within the balanced budget
context |for the year -- by the year 2002.

MR. REED: Before we take any questions, why don't
we give | Governor Miller a chance to speak because he needs to go
out to the ceremony. .

GOVERNOR MILLER: 1I'll only take a minute, but I'm
very pleased -to be here as the President announces this. very bold
and thlS very far-reaching program. And I'm.here to tell you
that such a program will work because I have seen it work in a
remarkable way in the state of Georgia where we have a HOPE
SChOlarShlp rlan ¢of our own. I think it's only fair since I
borrowed the President's name of his birthplace for my program
that now he is being able to take it back

You know, we live in a time where it is more
important for our students to get a college education than ever
before. But we also live in a time where it's never been harder
for famllles to pay for that education. Georgia parents, like
parents all over this country, ‘'wanted their children to be able
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to go to|college but they could not afford it untll we had a
HOPE Scholarshlp )

Now, in Georgia, to give you an idea, Georgia is: the
10th 1argest state in the United States, but our university
system is the fourth largest university system in the United
States. ]we have record enrollments in our'public colleges and
record enrollments in cur private colleges. We are being able
because of this kind of scholarship to provide a skill and an
educated]work force. And that's what needed in these days and
what will be needed for the 21st century.

I think it's a great program, and I applaud the
President. And I applaud Gene and Bruce and all of those who
worked on it because it is something, ladies and gentlemen, that
will work. It's something that can make a difference in the
lives of| our citizen all over this country. I've seen it work in
Georgia.| -I've séen more than -- soon we will have 200,000
students| who have received the HOPE Scholarsth Many of those
could nof have gone to college without it. '

: f Q  Governor, could you tell us how long the
program has been in effect there? :

. GOVERNCR MILLER: In Georgia it has been in effect
since 1993, We have had ‘three full school vears.

_ Q How much, Goverhor, did it increase college
attendance? ' : :

GOVERNOR MILLER: It almost doubled it in some

' places.| In some places it tripled it. In south Georgia, only
about nine percent of our high school graduates were going on ‘to
colleget Now, in south Georgia, an area that's as big as a lot
of states, nearly 25 percent are geing on to. the next two years
or more}of higher, educatlon.

'( Q. How did you pay for it?

GOVERNOR MILLER: How did we pay for it? In Georgia
we pald for it with a lottery. We put in a lottery and used the
lottery proceeds to fund three programs: a pre-kindergarten .
program for four-year olds, this HOPE Scholarship program that
The LA Times has called the most far-reaching in the nation, and
" then the third thing that we used lottery money for is technology
in the classroom.

Q _so you didn't have to --- (inaudibleo)
© GOVERNOR HILLER:- No, we did not.
Another thing that it has done, it's enabled us to
keep 1n Georgia our students. Instead of them going off to

college somewhere else, they're staying 1n Georgla
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0 How much is the schblafship’

GOVERNOR MILLER: In Georgla it is the cost of
tuition, plus a book allowance, plus the fees,

Q At a Georgia school?

GOVERNOR MILLERe' At a Georgla public school, at a
Georgia public college. If they decide to go to a prlvate
college,'then we give them $3 000 on their =--

Q Governor, was this also an electlon -year
Proposal |in Georgia'p _ )

GOVERHOR MILLER: What?
Q Was it an election-year proposal in Georgia?
GOVERNOR MILLER: Yes, it was.

Q -- at national level will you be glad to have
the federal govéernment take this over for you? -

GOVERNOR MILLER: I am delighted that President
Clinton wants to make this national in scope. I couldn’t be more
pleased. ' ' )

: Q What happens to your program, does it fade out |
or what? : _ . _

GOVERNOR MILLER: No, it won't fade out, it will.
just enabled some Georgia students who cannot now take the
benefit |of our HOPE Scholarship program because they don't have . a
B average when they finish high school to be able to go the first
year of[college and show that they can get a B average the
freshman year in college.

Q could Georgia students get both benefits?_.n

GOVERNOR MILLER: Possibly, ves.

Q You said in some areas nine percent attendance
went up to 25 percent

GOVERNOR MILLER: Went up to about 23.5 percent.
Q I theught‘you had said =--
GOVERNOR MILLER: Well, in north Georgia, which

1nc1udes‘the Atlanta area and our more populated area, there was
a tremendous increase, I think about a 40 percent increase.
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Q what I mean is, what about the 76 percent who
stlll are not going on? I mean, is your goal, is it President
Clinton's goal to get everybody to do two more years°

GOVERNCR MILLER: I thlnk that would be the goal
because I think all the studies show that the jobs that are going
to be created in the future are going to require two years beyond
high school in some kind of higher education. I applaud it,
It's a very bold and far-reaching move.

Q why did the materlals that you handed. out not
have the |income c¢ap on it? It doesn't have anything about
$100,000 {ceiling. j : :

MR. SPERLING: My mistake. I mean, we just were --

Q -=- you didn't jusf decide that for this
morning? S ' : :

MR. SPERLING: Yes. We were explicitly mentioning
the $100,000 lowering on the deduction bhecause we were trying to
explain +— make very clear to explain the savings. But this
harmonizes the IRA and the deduction and the credit; they all
phase .out at $100, 000 -- 8§50, 000 to $70,000 for an individual
filer.

I just wanted to make a couple of things clear. The
$1,500 is applied towards any school you go your first two years,
80 it --|somebody at Princeton could apply; somebody at a
community college. What we wanted to do is the national average
for community ¢olleges is $1,200; at $1,500, that's $300. over,
you're essentlally saying to every state -- what we'd like to do
is challenge every state to do what George has done, which is to
use this|to help them do something as hold as what George has
done. But it at least says to every state, if you provide your
tuition withln $300 of the national average, you could say to
every person iln your state that they can go to their. first year
of community college for free, tuition-wise free, and free for:
the second year if they maintain a B average in the first year.

So it can be applied towards public -- first-year,
four- -year public schoel, but we wanted to set a minimum that
you're guaranteed at an average community college of having that
tuition. f And part of the reason it's important for families, as -
one of the charts we have in there show that the c¢ost of college
for a famlly has gone from nine percent in 1979 to 14 percent,
'94, 8o| it's becoming an inc¢reasing burden on families.

our goal is the hope that states would supplement it
and would use this extra help. In terms of the gquestion to
Governor| Miller, the limit is on what you get from the federal
government. We'd like states to supplement it and make their
programs| more ambitious.
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o Q Do all of these three payment methods -- the
Spectrum sales, the sale source benefits and the -- those all
require lilegislation, right? .

MR. SPERLING:. Oh, yes. These are new proposals
that are not in our current balanced budget proposal. S0 we're
not double dipping or doubkle counting. -

Q- What - 1s the auction =-- who pays that money’P

. MR. SPERLING I'm going to have to a little later
get back -~ I have OMB right now getting us more details on that.
I apologize, I am not a partlcular expert on the details of
auction, Spectrum auctlons. :

Q - Is there a tax on cell phones or anything like
that? ' S ' : S

. MR. SPERLING: We've got a lot here Why don't I
get some|paper from OMB for you.

| Q - On the new tax for departure -- on the new
departure tax, why should travelers have to pay new tax to
support communlty college educatlon?. :

? . MR. SPERLING: If you're serious ahout a balanced :
budget, if you're serious about keeping kind of fiscal integrity,
you havefto make priority choices. You have to -- there is no
gain without a little pain somewhere.

Now, this is a kind of classic user fee., Right now
people are able to use our public airports. These are- people who
~ are traveling abroad. They tend -- ‘as Bruce is sayilng, it's

below thp international average. It tends to be higher income.
So I thlnk when you're making these types ©0f choices, you want to
be serious. You never like to do any of these things. You do
them so [that you can do more important things like promote

education and st111 be in balance.

'Q : That these can conventionally - that these
airport departure fees have been. used to pay for airports and
runway upkeep and maintenance and unrelated measures?

MR. REED: It's general revenue.

MR. SPERLING: Money is'fungiblef_ You can --

Q The question was whether in the history of the

United §tates airline departure fees, they're generally used for -

a related purpose.: And it's an answerable question.

. MR. SPERLING: That is true, but when you are --
but, Todd, when you are talking about balancing the budget, the

funds that come in -- it is not ~-- you appropriate money from
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appropriations. So I am saying that the money is fungible. - I
will get |you the -- I will try to get exact background on whether
there has ever been, but I do want to say, money is fungible and

Q -=- restoration of the sales tax -- I mean, the
departure tax that has now explred?

MR. SPERLING: ~It's a restoration, but -- no -- but
this then increases for international from six to 16.

Q  The three measures that you have listed only
deal with the extra, what, $7-point-something billion necessary
to cover| this. Were there other measures for the remaining $35-
plus for any - ' ' ' -

MR. SPERLING: Yes, let me just try -- I was trying
to explain it before. The $35 billion was part of the balanced
budget plan that was ‘scored by CBO. So when we added this
programi-- one of the reasons why we were held up last night was
itts the -- the complicated thing was Treasury figuring out what
the interactions were going to be.

S0 the big gquestion was, how much was this going to
lower the deduction. Because for the average family making
$50,000 iand sending theilr kid to school at $3,000 average
tuitlon, the $1,500 tax credit is by three or four times more
generous than the tax deduction. So as all those families choose
the tax|credit they aren't using the tax deduction., 8o the cost
of our tax deduction went down by $10.7 billion. Then we lowered
the 1ncome cap from $120,000 to $100,000. That was $6.6 billion
-= Oor $6 S billion. So when you add those together, you get
about $17.2 billion. Then you add ~-- that leaves you $7.9
b11110n|under budget. S0 we had to come up with that to stay in
‘balancel E :

Q Are there other .identifiable -- easily
identlflable offsets for the orlglnal tax deduction?

: MR. SPERLING: No. I mean, it's ijust part of the
overall balance. It was just a part of the overall balanced
budget plan that CBC scored.

_ Q " There's a report in the Wall Street Journal
today that as of last night there was still a bitter fight in the
White House over this proposal and that there was --

L MR. SPERLING: We are so good -- we put this whole
thing together at 2:00 a.m. No, we -~ this was a proposal we
were d01ng, ‘everybody had agreed on. There was some uncertainty
. because we wanted to be very committed to making sure we had
enoughjto pay for. You know, there was some -- as we were
running the numbers, we had to figure cut exactly which paid-
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MR. REED:

Gene was going to be up late anyway.

-)

the amount
only get

Gene, is the tax credit limited to
Suppose you live in Callfornla, you

_ Q
it10n9

is that right?

MR. SPERLING: 1It's limited to the amount of the
'But that's for community college. .For the people at
Southern Cal, all of them would get the full §1,500.

-- it c¢overs up to the amount of tuitlon for that year,
ore than tuition. . . )

Q How come you define drug-free in here as
rom felony drug convictions? :

That's the standard that's applied for
It's also the standard in the
rogram- and the Arkansas program.

MR. REED:

Q Do you have any evidence that tuition costs are

an impediment to people going to communlty college?

MR. SPERLING: well I mean, there's no question

that anythlng that has a rrice that's higher is going to be -—

there's g01ng to be some price sensitivity to. that.
you see this in several ways.

I think that

One, -we want to lower the birden

on famllles for doing the right thing, sending their kids to

school.
Secondly,
peorle is:

a half- time study.
that as the costs are high, people have to work more,

As we said,

it's now 14 percent ¢f their income.

II think the cost of tuition, what it does for a lot of

it makes it difficult to engage in a full-time study or
So I think there is a lot of evidence to. say

and it's

harder for them to focus on their study,

there was
come.

car, this

But it's always difficult because,

When we dld the $10,000 deductlon we found that
some number of several hundred thousand more who would
unlike people buying a

is something they buy a little bit at a time. But

there’s certainly reason to believe -- but what there is a lot of )
evidence on is that a lot of times people don't even understand

the current financial aid structure.

And what Gary Orr feels --

ha's at Harvard now, he used to be at University of Chicago --
said was that people '8 mlsperceptions about the burdens of

college wa

was going

President

1§ as much a =-- their misperceptions about how much it
to cost them or financial aid was a big obstacle.

S0 one of the important’ things about haviné the.
of the United States go out and say this is not only

the tax c¢redit, but when you give the message that there's

guaranteed

| access and you communicate that message, that itself,
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based on |a lot of the literature, would de a lot of good in
getting people to go to college. R

Q why wouldn't this cause a lot of states to
. raise their tuition -- I mean, their average tuition of a

- community college to $1,500 since youire going to -- that's the
cap? : -

MR. SPERLING: There S a theory -=- since one for a
public school == the public schools are usually over $1,500. A
lot of the community colleges are rlght around that amcunt. A
lot of the. community colleges have a large number of part-time .
students, so they have a whole group of consumers who would not .
necessarily be getting this. credit who would be watchlng the
cost

Also, our hope is that as we publlcize the state=-by
-state charts and people see that the average cost is $1,200 that
there might be a certain public pressure the other way on
citlzensjask why a community college in their state is so much
“above the national norm. For 33 states the students there would
have the |tuition free, essentially frée. And I think our hope is
that the [citizens of the other states will ask why they're not
closer to the national average as well,

FQ Was there any thought given or look at the

effect that this corporate tax increase or the removal of this
exemptlon on corporations would have on exports? Because as I
read the |fact sheet, it looks like this tax break was given to
companies £0 encourage exports And now you're taking it away
from them. ’ '

MR. SPERLING: Well, it was both Larry Summers and
Les Samuels' strong feeling that this was much meore in the area
of an inappropriate loopheole or a shelter. There is still -- it
does not get rid of the whole benefit, it lowers it to half. And
their feeling was that there was 1nappropriate use of the foreign
tax credﬂts to not pay U.S. income. S0 this was something that,
as I said, both Larry Summers and Les Samuels thought was very
good polﬂcy. Both of them are enormously sen51t1ve to the issues
of tax incentives for exports .

Q could you explain'that procedure,-how that
works -- '

. Q In addltion to the whole program together, all

of these[tax initiatives egual about $107.6 billion, is .that

right? If you take everything that is in his balanced budget
proposal |plus what he's offering here? '

MR. SPERLING: My memory is that because we'd added

a few things in the last proposal, such as the expensing, that
the gross number was $117 billion. This would be adding about $8
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billion to that. SO I'd say the overall gross tctal over seven
years would be $125 billion now.

- The Mlddle Class Bill of nghts, however, the three
core ones were $107 billion under our scoring and a little less
under CBO. That was under seven vears -- and I'm sorry, we're
all 901ng through the same thing you are, trying to change all
the numbers to six vears. It's. not easy. .

0 Gene, at what point would it become more
advantageous for a family -- at what 1ncome 1eve1 to take the
deductlon instead of the credit? ' : : :

MR. SPERLING:. The c1rcumstances -~ 'it's not as
clear of | an issue because the thing -- this is an interesting
point. The '$10,000 deduction, that's the family limit for the
deduction. But the credit if you have three children who are all
in theiri first vear or d01ng -- you c¢an get at the same time. So
a family, even an upper-income family -- let me just give you an
example.|- If you have a child that was at $10,000 and you were in
the 28 percent bracket, you might say this doesn't matter to me.
"But if you had one child who was at Princeton and borrowing all
$10,000 Jand your next child starts their first year, you can't
deduct that. You've already maxed out at that $§10,000. But if
your chilld would get $1,%00, if they've got a B average, they'd
get the $1,500. So even for the families in the $70,000, $80, 000
range that have two children, 1t could benefit. :

But the general question is, if you had just one
child, it would be a family that was making between -- depending
on their deductions -~ but $60,000 and $90,000 that had arcund
$6,000 qf tuition might generally prefer the deduction. So
pretty much somebody sending their kid to private school

probably, near the upper: cap, woilld prefer the deduction

_ Q Could you double-check on initial
participation, the only requirement is being accepted at an
accredited college? : : :

MR. SPERLING: We had a lot of discussion_about this
and I'1ll tell you why the President decided this. The President
felt that if you were saying that for the country as a whole it
1s good]for economic growth for everybody to go 13th and 14th
year, that you don‘t -~ that while you can understand in Georgia
where you are offering such a generocus benefit, four vears
tultion! why they have to have some limltatlons, but what he
‘wanted Fo say is part -- when you go from -- when the country
went from 10th grade to 12th grade they were saying to evervbody,
no mattér what kind of a student you are, n¢ matter who you are,
you should go to 12th grade S50 the President wanted to say to

everybody, 'you should try a year of college.

But because he wanted to have the responsibility
message in there, he wanted to be, while we give everybody a
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chance, everybody gets a chance, he felt that the second year you
- would have to earn. Now, somebody who doesn't earn it still gets
the tax deduction, they're still eligible for Pell Grants. But
for this\specific credit it was an incentive to get everybody to
go that first year, but also an incentive to perform.

That really goes, I think, to the heart of the
speech a |lot. The President is laying out his alternative, his
growth strategy. He is saying this is what his strategy for
growing the economy 1s, this is what he would like to do in the
future. [And he is sayving that going to 13th and 14th grade,
making that a minimum, is not just good for a personal family's
fortunes, it is good for the economic growth of the country, and
that the [combination of maintaining a deficit reduction and a
balanced |budget path and a sericus effort to get more people -
having the higher skills -- because when the country as a whole
has more|collective skills, that means that companies that have
higher value-added production are more likely to locate here
because they can find the workers they need. So it's not only
good for| families, it's good for growth for the whole country.

Q You may have already answered this, but after
the Middle Class Bill of Rights, what happened to actual
leglslatlon of the $10,000 tax deduction?

MR. SPERLING: We sent that up, it has been included
in our balanced budget that was voted on. It also was included
in the -- when Daschle had their own version 1t was also
included

Q At the time of the Middle Class Bill of Rights
were there actual legislation sent to the Hill?

MR. SPERLING: The President first proposed, as you
remember;,, on December 15, 1994, in an Oval Office address.
Shortly (after that, my reccllection was that Senator Daschle and
Congressman Gephardt did put up legislation .on it, and then they
repeated that legislation in their balanced budget proposals, as
well as [ours that was voted on in the Senate. '

That, by the way, I believe -- when they_proposed it
I believe it did have the $100,000 cap. So while we're changing
ours from $120,000 to $100,000, we're being consistent with how
the congressional Democrats had proposed our -

Q Is there any evidence that one or two vears of
additional college raises incomes?

MR. SPERLING: I think that's a very important part
of this | speech. There's a chart from the Census Bureau in your
packet, |on page 13 and 14, which spells out exactly how much of a
difference this makes. And just so you know, the Census Bureau
estimated that for a high school graduate, average lifetime
incomes| are about $800,000. For someone who goes on and gets
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some college, it's upwards of s1 milllon For a college graduate
it's even more than that. o

So we think thls is very 1mportant to ralSlng
incomes over the long term.

= I just wanted to say, in addition to the Census,
right behind that are the citations from the academic studies
that show [five to 15 percent per year, even for community college
in the inc¢rease in earnings for higher education.

_ Q '-- talk about communlty college, this credit is
eligible for any tuitlon? It could be private or anything?

: R.. SPERLING: Yes. Absolutely; it is for
everybody.'_It was priced, though, to ensure a minimum.

Q- You talk about wanting to lower the burden on
families that are doing the right thing. Why not provide this
type of ta; cut to families wheo send their kids to K through 12
who are trying to prepare to go on? And the second thing, why
shouldn't the Republicans view this as Just an electlon—year -
gimmick? . _

MR. SPERLING. Well, the President has been devoted
‘to education his whole life. And the other ‘thing that you can
see is that he had a program very similar to this in Arkansas
that is described, So I think his bona fides and credentials on
dedication| to this are really without question. And the fact is
we would have proposed this probably in the fall of 95 had we
not gotten| into the balanced budget negotiations. o

What was your first question?
Q . == try to help mlddle income families put their

kids throuqh school, why not help parents who have kids K through
127

: MR. SPERLING: It{s pretty rare that you Hear a tax
cut proposel that doesn't sound nice. All these things would be
good. It's just like why not buy =-- _ : :

MR. REED: That's not the question he's asking.

Q why grades 13 and 14 énd_not'K through 127

| MR. SPERLING: Why do we not provide a federal tax
incentive for K through 12?7 The President feels that from the
federal level, using the tax code to encourage higher education,
that is where the evidence ~- that is where the dramatic evidence
is that there is higher earnings for the country, higher earnings
for famllles. And when you're -- we inherited a bad situation
and we have to be very targeted and very limited in the tax
1ncent1ves’that we give because we have to pay for everyone. And -

-] S | MORE



I'11 tell

you,

- 13 =

it was not easy coming up even with the extra $8

billion when things are as tight as they are now.

So it's just a matter of prioritization. The

Pre51dent is making higher education a key priorlty in his
economlc growth agenda.

simply the

Q Why shouldn't we believe that all of this is
result of all the talk among Dole's advisors that he's

going to come forward with another tax cut and that Clinton is
51mply trying to preempt Dole?

no idea what proposals,
remain committed to expanding college opportunities.

working on
briefers. |

refundable
right, so
remainder?

generally,
amount of

then you j
you had a
== I just
refund on

yo have any other subjects?

going to propose,

the-~ bo ardl
minds,
could makeL

pfioritization.

paid for.
saving.
discretipn
comes with
revenues.
got to mak

income that is subject.
$30,000 taxed at 15 percent and you
have $28, qoo _
credit, yvou actually take 51,500 --
ust minus $1,500.
$1,500 refundable credit,
got a refund from the IRS
that credit.

superior to that?

We have serious welfare savings.
ary savings.

e those tough choices.
choice that the President made.

MR. MCCURRY: Because the White House has absolutely
i1f any, Senator Dole will make. We

We've been
this for some time, as you just heard from your

And the President believes this is a good idea.
The last question.

Q- I just wanted to clarify the defihitidn of
tax credit. That is a deduction from taxes owed,

Ithat_if you owe less than $1,500, you get back the

MR. SPERLING: I mean, that's right. I mean,
a deduction -- you get to deduct $2,000 from the
80 1f you were going to have -
had a $2,000 deduction, you'd
But when you have a $1,500
you figure your tax bill an
only owed $1,000 in taxes and
just like you get a refund or
-- you would get a $500

just

So you'd save £300.

If vyou.

MR. MCCURRY: Okay, I need to let these guys go. Do

Even though we don't know exactly what Dole's
assuming that perhaps he proposes an across-
rate cut, why is this targeted approach, in your

Are there other investments people
‘particularly if they had money back in their pockets?

Q

I think it goes back to

Anything we do has to be paid for, it has to be.
We already have $175 billion in Medicare and Medicaid
We have a very serious
- We have pushed very hard. Anything we do .
some pain in terms of spending cuts or raising

So if you're committed to balancing the budget, vou've
And so, for us, this is the
Higher education is key to

MR. SPERLING:
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growth, and that's worth the priority. And that's where
ng down, I : :
MR. MCCURRY: The other obv1ous p01nt is that an
e-board tax cut would cost hundreds of billions of
The only way to pay for that -- because the President
you have to pay for these proposals as vou go ---would

uts in Medicare and other social insurance programs that
sary for the American people

_ If Senator Dole is coming forward now in favor of
e-board tax cut that could cost hundreds of billions.of
he will most likely also have to propose devastating .
edicare and other programs, or diviserating our national
we would assume that he would be consistent with
record of supporting pay-as-you-go tax cuts.

Q C¢an you explain these high¥paying ﬁrograms?

MR. MCCURRY:

If we can get some additional
on on that. S ' i

Is there any other subjects that we need to cover
ing? : - _

Q Can you say a few words about the Japanese

MR, MCCURRY: The President overnight got a written

report on
was grati:
Intrepid
Japanese

The Intre
Japanese,

the incident involving the shootdown of the A-6. He
Fied to hear that the pilots were safely returned to the
and he accepts the ¢gracious expression of regret by the
government. ’

. .

MR. MCCURRY: ©Oh, I'm sorry -- the Independence.
pid was involved in the last encounter with the
{Laughter.) .

Wasn't-it the Independence?
]

- Q

MR. MCCURRY:

The President accepts what, the gracious --

T

The gracious expression of regret

extended by the Japanese government.

the speec

Any other subjects? Okay. We'll be around after

h.
THE PRESS: Thank vou.

END - 10:45 A.M. EDT




Georgia HOPE Scholarships

Thff Georgia HOPE program, established in 1993, provides full tuition, fees, and books
at any in-state public collegc to any Georgia student who graduates from high school with a
B average f(3 0) or better in the state's core—curriculum subjects (English, math, science, and
social studies). Students who maintain a B average in college and stay off drugs can continue
to receive the same level of support for up to four years. Students whose college grades fall
below 3.0 lcan requalify a year later if they bring their grades back up.

The program also provides a Second Chance Opportunity for students who don't meet
the academic requirements out of high school. Anyone who obtains a 3.0 GPA for their first
two years of college can get a HOPE scholarship for their junior and senior years. Students
with any hlgh school grade point average can get a HOPE scholarship to attend any public
techmical institute, full- or part-time. Students with a GED can get a one-time $500 award.

Since 1993, nearly 200,000 Gcorgia students have received some form of HOPE -
scholarship. The program is open to students without regard to family income. The racial
composition of those receiving HOPE scholarships mirrors that of the overall university
system (75% white, 20% black). A recent evaluation of HOPE scholarship recipients at
public colleges found that 84% of HOPE students who enrolled in Fall 1994 were still in
college in|Fall 1995, versus 74% of all students.
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Mamorandum {o Bruce Reed

From: Rob Shapi - Wk ! | ,
e Holpng Kid S W vy g,

Helping Kids Qo to College
Date: May 31, 1996

As we discussed, it is very difficult to design an effective tax deduction or credit h

for higher education. A tax-based approach is notoriously inefficient, because it is so
hard to target it to those who would need it most and virtually impossible to axclude
thosa who don't need it at ail. More impoertant, over time market forces in higher
education will capitalize part or even mgst of the value of the tax support nto higher
. tuition prices, limiting the ability of such arn approach to permaneantly expand access
j to higher education. -

;
.
]
|
s

As | mentioned, the Georgia HOPE program may offer a better model. In
response to a question some time age from James Carville, | had Steve Tidrick and
aother staff analyze what it would take to provide Geergia-HOPE support to ovory
qualified high school graduate. Very brlefly, here's what we found.

Georgia HOPE provides full tuition, mandatory fees and a book allowance to
any Geargia student graduating high school with a B avarage or higher (3.0 or higher)
to atlend an In-state public coliege. Students who mainiain a B average In college
continue to receive the same level of support for up to four years; those whose grade
fall below 3.0 are allowsd one chance to maintain their support by bring up their _
average, QOriginally, assistance was limited to students in farmnilies with annual incomes
of $68,000 or less; this cap was lifted to $100,000 in 1994 and eliminated in 1995,

The program also provides state high scheool graduatos with any grade peint
average support covaring tuition, mandatory fess and books at any public technical
~ institute. Finally, Georgia high school graduates, regardless of grade-point average,

receive an annual stipend of $1,500 of they attend a private university in state.

The tederal govarnment cauld provide the first part of the guarantes—tultion,

lees, and hook alluwance to any American teen who graduates high school with a B
average or abave, attends an in-stale college or university. and maintains a B
average, for roughly $9.5 bllllon & year. This estimate covers attendance at both two-
year and four-year institutions, In practice, the actual cost could be less: We assumed
that tho program would expand enrcliments &t state institutions by 10 percent and
increase tuition and fecs by 10 percent, and we did not net out any current federal

! asslstance. However, this estimate doos not cover support for kids attending technical

! schools.

It our detailed tachnical and political analysis of this approach would be useful,
let me know. -

ST oo s e e L

13d Wd9211T pEET 22 iy . ¢ ‘O 3MNOHd MEd-SME NThinsened 1 W0AA



EXECUTIVE OFFICE OF THE PRESIDENST
01-Jun-1996 09:28pm
TO: Bruce N. Reed

FROM: Jason S. Goldberg
National Economic Council

SUBJECT: Sentence on 70 percent

"This year, HOPE assisted more than 80,000 Georgia students at 4 year colleges,
community colleges, and technical institutes. At the University of Georgia,
for example, 70 percent of the freshman class this year were helped by HOPE
scholarships. That's a tax cut that has truly given hope to thousands of
Georgia students. And its time we gave a similar tax cut to every student in

Anerica who can make the grade.’

2
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HOPE SCHOLARSHIP TAX CUT

TODAY, PRESIDENT CLINTON ANNOUNCES HOPE SCHOLARSHIP TAX CUT TO-

MAKE 14 YEARS OF EDUCATION -- AT LEAST TWO YEARS OF COLLEGE — - .
THE STANDARD FOR ALL AMERICANS. Building on his comprehensive program to
ensure that all Americans are have guaranteed access to college education at any time in their
life, the President made clear that 2 years of coliege shouid be as unjversal as high school

To further this guarantee, the President announced the following proposals:

@ Hope Scholarship Tax Cut ~- Guaranteed Tuition at Average Community
College for Any High School Student who Maintains a B Average: Modeled on the
successful Georgia Hope Scholarship program, this new proposal provides a rcfundable
tax credit that ensures that any American student who works hard and gets a B

~ average will have a $1500 tax credit for full~time school (3750 for half-time) that
will pay the full cost of tuition at average priced community colleges —— and a
downpaymcnt at more cxpcnswe four vears schools. :

® 510,000 Tax Deduction for all Education and Training: In addition, the President

maintains his $10,000 tax deduction so that families can get up to $1500 in tax
savings for their families for all education —— college, graduate school, community
coliegc, certified training and technical progmms

e Scholarship Increases (Pell Grants) for Lower-Income Students: The President
announced that his seven year balanced budget plan will include increases in Pell
'Grants in each of his balanced budget plan's seven years. Indeed, the maximum Pelf
Grant award will increase by 33% from FY95 to FY2002.

BUILDS ON PRESIDENT'S PLAN FOR GUARANTEED ACCESS TO COLLEGE:
The above initiatives build on the President's plan that give every person -~ through loans
with pay—as-you—can repayment, grants, scholarships, tax deductions and tax credits —~ ‘
guaranteed access to college. Through the new loan program passed in the 1993 Economic
- plan, and the continuing strengthening and support of the Pell Grant, all students have
guaranteed access to education, with § per year guaranteed of loans and grants. The
President's Direct Lending program allows miilions of students to borrow in a simpier, less
bureaucratic means, and pay back in the most flexible means possxblc -- through pay-as—
you-can loans,

- '@ -New Direct Loans with Pay-As-You Can Loans: 50% of loans now in program.
o National Service -- Americorps: 25,000 students earn up to $5000 for service
@ Pell Grants: Eliminate $2 billion deficit, call for seven year expansion
. @ $10,000 Education Deduction: 16 million taxpayers get deduction for education.
® -Work Study Expansijon: Expand to 1 million participants by FY2002
e Honor Scholarships: $1000 scholarship for top 5% of graduating class
e [RA for Education: New proposal allows penalty free withdrawals for education



BACKGROUND ON HOPE SCHOLARSHIP TAX CUT:

Currently, millions of Ameriéans_ have access to éollegc th:migh Pell Grants and Guaranteed
Loan program, including the President’s new Direct Lending Proposal.

¢ Guaranteed Average Cost of 2 Years of Community College: Between Pell

Grants and the tax credit, the HOPE Schoiarship tax cut will ensure that any student
. who maintained a B average in high school would get a $1500 tax credit for tuition.

This is $300 above the national average costs for community colleges and

would today allow students to attain free tuition for community college -

in 34 states, covering 67% of all students. This tax cut would allow every state -~

who offered tuition within 3300 of the national average -~ the chance to offer every

student in their state with a B average 2 years of free tuition at commumty college.

e $1500 For Any College for First Two Years: While the HOPE Scholarship tax
cut is priced to pay for the full cost of two years of tuition for community college for
studems who meet a "B" average, the $1500 college can be applied for tuition at any -
_college, from a two year pubiic community college 10 a four year private college.
This $1500 tax credit can be a substantial downpayment for parents scndmg their
children to colleges with higher tuition.

e $750 for Half-Time Students: The Hope Scholarship Tax Cut is designed to

_ensure that parents or current workers who want to further their education can also -
participate. Those who meet the B average requirement but can only go half-time
because of working or parenting obligations, can go half-time and get $750 credit per
year until they have completed two full years of college.

o Eligibility for 1 Year Certificate Programs: Students who met the "B* avéragc
would be eligible for selected training and technical programs that meet the T1t1c v
test for Pell grant eligibility.

. Costs:’ The Hope Scholarship Tax Cut is designed to fit within the parameters of the
President's balanced budget plan. To pay for the credit, the $10,000 deduction is -

targeted in a way that makes the plan more fair. The income limits for the $10,000
deduction were lowered from $100,000 (phased out at $120,000) to $80,000 (phased
out at $100,000), and the deduction is now set at a flat 15% rate for people in all
income brackets. This targeted approach ensures that the $10,000 deduction provides
the same $1,500 tax cut to a family whether its income is $45,000 or $80,000.

These savings allow the new tax proposal to stay within the President's balanced
budget plan. The President’ initial proposal for a $10,000 deduction costs $35 billion
over six years. With the savings from the two adjustments mentioned above, the

~ current pmposal would also cost $35 billion from FY97-—FY2002



e B Average: A "B" average would count only academic subjects that are part of a
state's core curriculum. The scoring assumes a 2.75 average threshold, so that states
would be allowed to make adjustments that would not deter students from taking
harder honor. courses. Based on 1992 National Educational Longitudinal Study -
(NELS), 58% of students in coliege cumrently had at least a 2.75 or B minus average
in high school. As the Hope Scholarship Tax Cut is designed to encourage more
students to work hard to get a B average in high school, the scoring assumes that 68%
will achieve this grade point average by FY2002. As states are moving more and

" more to high performance academic standards, there should be minimai concern over
intentional grade inflation which would fly agamst the high standards movement that
has bxpamsan national suppon :

e Second Chances: The Hopc Scholarshxp Tax Cut offcrs two second chances, First,

" students who did not attain a B average in high school but do so in their first year of
college, would be eligible for the Tax Cut in their second year. Second, states that
accept the President’s challenge to develop a high standard graduation test, could offer

~ passage of this high standards exam as an alternative test for eligibility.

e Current Workers: The Hope Scholarship Tax Cut is designed to offer an incentive
to perform in high school for current and future high schooi students. Individuals who
are 25 years or older will be eligible regardless of their academic record in high
school. The B average will be a rcqulrcmcm for all those who graduate after June
1997.

' o-rAdmi_nistratiOn: Tax deductions and tax credits are traditionally taken on ones tax
form for the April 15 deadline. The Treasury Department and the Department of
Education will seek to work with members of Congress, Governors, school '
superintendents, and college financial aid administrators to design a system that allows
the tax credit to be given directly to the school, once it could certify an eligible
student was enrolling full-time or half-time. These and several other administration
issues will require consultation with states and schools to ensure that rather than top—-
down administration, this plan provides maximum flexibility and efficiency and local
coutrol ' :

o Tuition Increasé Abuse Limitation: To ensure that states do not raise tuition to
- excessive rates to take advantage of this program, the Department of Education . would
have the power to suspend a state from the program if they were excessively hiking
tuition. While each case would have to be considered differently, no state would be
suspended unless they raised tuition an average of 10% annually over two years.



BACKGROUND ON PELL GRANT I_NCREASE

The Pell Grant is the main federal scholarship that allows millions of low—income and middie
class families to have access to college. Despite the fact, that the President's budget calls for
nearly $300 billion in discrétionary cuts over 7 years, the President's balanced budget builds
in a 33% increase for the Pell Grants Awards from FY 1995 to FY2002.

Restored Fiscal Integrity: in the first two years, the Clinton Administration rcstored-
the fiscal integrity of the Pell grant program by ehmmatmg the projec:ed $2 billion
internal prog;ram deficit within two years.

Record Increase in FY1997: The President's fiscal year 1997 budget calls for
funding to support a $2700 maximum Pell ~- a near 10% increase over the current
level == which would provide more than 3.7 miilion students with Pell Grants

averaging $1,700. This proposed increase in the maximum Pell Grant Award would be

the largest increase in the programs 25 year hxstory

President Announces Yearly Pell Grant Increases: The President today rclcascd the
Administration's seven year increase totals : :

FY9S  $2.340
FY96  $2470
FY97 $2,700
FY98 $2,780
FY99 $2,860

~ FY2000 $2,940
FY2001 $3,030
FY2002 $3,120

Presidents 7 Year Pell Grant Increase Could Help 2.7 Million More Grants than
Republican Budget Resolutions: Both the House and Senate FY1997 Budget

- Resolutions call for freezing the budget authority for the Pell Grant program from
FY97 -FY2002. This means that the President's balanced budget would allow 2.7
million more Pell Grant recipients from FY97-2002 and 191,000 more in FY1997

- alone. If the Republicans chose to allow all of these additional Pell recipients to be
covered, they would have to cut the real value of the maximum Pell Grant award by
25% by FY2002.



$10,000 EDUCATION DEDUCTION:

e Breadth of Application: The 510 000 Education Deduction would be for every
. taxpayer for any education or training program. that is at least half-time or is career

related.

e Suppiements Hope Scholarship Tax Cut: Families that relied on the $1500 Hope
Scholarship Tax Cut in the first two years of college would still be eligible for the
$10,000 deduction the remaining years of college or graduate school or for qualified
lifelong learning, Families that were not ehglble would st1ll be eligibie for the $10,000
deduction.

e Income Limits: The $10,000 deduction would be limited to 15% deduction, to
ensure that all families are treated equally in getting this deduction. Joint filers would
be eligible for the full 15% deduction up to $80,000 and phase-out at $100,000.
Single filers would be eligible up to 350,000 income and phasc-out at $70.000.

'I'hc deduction would be limited to 15% for all filers. _

e Unlimited Number of Years: While the Hopc Scholarship Tax Cut is for the first
two years of college, the $10,000 tax deduction is available any year a family had
education income. For example, a family that had five years with $10,000

tuition expense would get a total of $7,500 tax cut over that five year period. °



UNDER PRESIDENT CLINTON, ACCESS TO_ COLLEGE IS GUARANTEED
June 2, 1996

With enactment of the student loan reforms in 1993, President Clinton has guaranteed that every
American has access to college and that it will be affordable. Through a combination of gramts and
loans, every student can now go to college without fear of being unable to repay their loans because
Direct Lending allows students to repay their loans as a share of their income. Income contingent
loans enable students to pursue community service jobs after graduation, and the President’s
AmeriCorps National Service program has enabled 45,000 young people to serve their communities
while earmng money for college.

Grants. Pell Grants provide students from low-income families or nnddle class families with
several students in college with awards that —- like the proposed HOPE Scholarships -- do not need
10 be paid back. All students eligible srudents are guaranteed a Pell Grant. A student from a family
of four with one child in college and an income of $26,000 or less is eligible for the maximum Pell
Grant award of $2,470. If the family has an income of $32,000, the student receives $1,500.

Loans. All students are eligible for student loans up to $2,625 in their first year and $23,000 over
five years. The loans are subsidized depending on family income and other aid. If additional loans
are required, the student’s parents may take out a PLUS loan. Schools decide whether to participate
in President Clinton’s Direct Student Loan Program or the traditional Guaranteed Student Loan
program. In 1996, Direct Loans will account for nearly haif of all student loans.

Community College Public 4-Year College
(First Year Only)
Est. Ave. Cost 1996-1997 ' $4,450 $7.500
Pell Grant Maximum Grant ' $2.470 $2.470

President Clinton is proposing to increase the-maximum Pell Grant to $2,700 in 1997 — the largest
increase in the history of the program — and to $3,120 in 2002. a 33% increase from [995.

Subsidized and Unsubsidized $1,98 - s2626 |
Loans {direct or guaranteed) _ - | (maximum for st year student)
PLUS Loan to Parems | | $2,405 |
Total . - $4,450 | | $7,500

But more remains to be done. While every student now has access to college through loans and
grants, the average student still graduates owing about $7,500, and some owe much more and still
others never go to college because they are wary of taking on such a heavy debt. The HOPE
Scholarship and Pell Grant expansion announced todzy, combined with the President’s other
proposals, will reduce the amount of loans student must take out and make college more affordable:

_ _ 1997

e . HOPE Scholarship Tax Cut for wuition in the 13th and i4th grades @ $1,500

e - Expand Pell Grants for 3.7 million students in 1997 up to $2,470

e  $10,000 Tax deduction for 16 million students B up to $1,500

e - Expand Work Study to 1 miilion students in 2002 - over-$1,000

] Honors Scholarships for the top 5% of students in every high school $1,000 C
® . Expand National Service AmeriCorps for 30,000 in 1997 . upto $5,000 ' ( .,
® Exnand IRAs to allow middle-class famiiies to save tax-free for education and training g
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‘GEORGIA HOPE SCHOLARSHIPS

“The most far-reaching scholarship program in the nation”
-- Los Angeles Times, April 5, 1996

hil

PROGRAM DESCRIPTION The Georgla HOPE program, mgned into law by Govemor Zell Mlller on

__,1993. provides full tuition, fees, and books at any in-state pubhc coilege to any Georgia student who

uraduates from high school with a B average or better in the state’s core- -curriculum SubjBCtS (Enghsh,
math. sc1ence, and social studtes) _

A TRULY UNIQUE PROGRAM THAT PROVIDES HOPE FOR GEORGIA STUDENTS:

| Governor Zell Miller. "Of all the things that I've e'ver been involved.with It’s the one thing that

I’'m most proud of. We are making college acce551ble ina way it never has been before in
Georgla [February 2. 1995] : _

Atlama Jaumm' Constitution. *Where eise in America can children know, from elernentarj; sehooi. .
on, that if they work hard and eamn a 3.0 average by graduation from high school, they can fulfill

- the dream of going to college whether their family has money-or not? That’s the opportumty

created by Georgia's HOPE scholarship program. ...It’sa marvelous thing, and it is a solemn
promise from the state to its young residents. [t is not, however, an entitlement requiring no effort.

‘Students must meet the standards to get the scholarships, and they must keep up the struggle to hold

onto them once they enter college [Atlanta_Joyrnal Constitution, September 7, 1994.]

Barry Fullerton, Vice Chancellor, Umvers:tv of Georgla "It s an ingenious program. It’s a
great public policy, and it has beneﬁted thousands of students " [The Couner Journal, April 9, 19951

Orlando Sentinel. "Imagme a state where every student wtth a B average gets a full college
scholarship. ...Don’t have that fanciful an imagination? You don t need one. You Just need to look

‘nortt, to Georgia." [Qriando Sentinel, April 8, 1996]

Atlanta Journal Can.m'tmion "It is, quite sunply, an effort to help Georgla s voung people become’

well-educated, productwe citizens." IAtIanta Joumal Constimtion, December 16, 1994] -

. !‘!GIB!!,!TY REQ!J[REMENTS Students must meet the followmg reqmrements

4-Year Public. Collggestmversltles

_+ . For a HOPE Scholarship to a 4-year publlc college, graduatmg hxgh school students must have

a 3.0 cumulative grade point average on a 4.0 scale or an 80 numeric average and obtain a

diploma with a State of Georgia College Preparatory Seal. (In order to obtain the coliege preparatory -
" seat, srudents must meet and graduate from the requu'ed core college preparetory cumculum)

"+ Fora HOPE Scholarshtp toa publlc college, graduating high school students who do not

meet the 3.0 grade in the core curriculum, must have a 3.2 cumulative grade average on a
4.0 scale or an 85 numenc average in other currtculum tracks. :

. Students who mamtam a B-average in a 4-year publlc college and stay off drugs can
continue to recewe the same level of support for up to four years. - f’;\



- Students whose collesze grades fall below 3.0 can requajtfv a vear later 1f they brmg thelr -
‘ grades back up above 3 0. : : .

. Student who are not ellgxble for HOPE scholarshlps upon graduation of htgh SChool or Who
“enter college later in life, can obtain HOPE scholarships after thcxr sophomore year if the
student obtalns a cumuiative 3.0 grade average.

4 Year Private Colle esr‘Umversmes . _ - |
-+ - Students receive $3.000 a year in HOPE money, but only if they have and maintain a B

grade average..

, Techmcal Sc!;oo Regmrements _ : -
. All students in a dlploma or certiﬁcate program at a Georgia techmcal 1nst1mte is elxglble for -

: '_ HOPE

Un wersal R equirements : o

All students must stay drug free, -\ Student 15 1nel:g1ble if, in accorda.uce wnth the Drug-
Free Postsecondary Education Act of 1990, he/she has been convicted for committing
certain. felony offenses mvolvmg marijuana, controlled substances, or dangerous drugs

_ KEY FACTS
. Durmg the first 3 years of the program {1993- 1995), nearly 200 000 Georgxa students
quallﬁed for and recelved some form of HOPE scholarship, -

' S HOPE Scholarshlg Student 1993 1996
University System 60,682

Technical Institutes - o 74,830

- Private Colleges S 45,423
- GED Recipients - .. o . 9,066

TOTAL -;_ o - 190,001

. ~In the 1995- 1996 school year, 70 percent of Umversn;y of Georg1a freshrnan students N
" received a Georgla HOPE scholarshlp '

~» - The racxal composmon of t.hose receiving HOPE scholarships mirrors that of the overall '
' umversxty system (75% whtte, 20% black) ' .

+ . A recent evaluatton of HOPE scholarshlp recxptents at publlc colleges found that 84% of
"~ HOPE students who enrolled in Fall 1994 were still in college in Fall 1995, versus 74% of all
smdents : . : _ _

. '_ A 1995 poll by Georgla State Umvers:ty found that 77 percent of Georgla resxdents who
- were aware of the program thought it would lead parents 10 take a more acnve mterest m
their clnldren s educanon o : - S

< | ‘Since the start of the prograrn,‘enrollment in Georgia’s technical and .adult_ education - .-
‘institutions has increased 24 percent. Enroiiment increased 8§ percent in 1995, alone. : \



ARKANSAS ACADEMIC CHALLENGE SCHOLARSHIPS

PROGRAM DESCRIPTION:  Governor Bill Clinton signed the Arkansas Academic

Challenge Scholarships into law on May 5. 1991, creating a tuition assistance program to-

help academically qualified high school graduates from low and middle income families
with public or private college tuition, _

REQUIREMENTS:

‘. Students must earn a 2.5 grade point average on a 4.0 scale, score 3 19 on
the American College Test (ACT), and take a normal college preparatory '
course scheduie in high school.

. For farmhes with one dependent child. income cannot exéeed $30.000 per

year; with two dependents, income cannot exceed $35,000. The law allows
an extra $5,000 of family income per child.

. All students must stay dr’ug free. A student is ineligible if, in accordance
with the Drug-Free Postsecondary Education Act of 1990, he/she has been
convicted for committing certain felony offenses involving marijuana,
controlled substances. or dangerous drugs. .

KEY FACTS: |
+  ADD FACTS MONDAY MORNING |

«  In 1987, 32 percént of Arkansas students who took the ACT had completed
_ high schobl pre-college core curriculum. In 1992, the first year of the
Academic Scholarships Program. that percentage rose to 48.



ECONOMIC RETURNS TO INVEST-MENTS_ IN EDUCATION AND TRAINING

Empirical studies indicate that each additiona] year of formal s schooling is associated

with a 6 to 12 percent increase in annual earnings later in life. [Kane and Rouse. 1995:

— e m——— ——— i

' Ashenfelter and Krueger 1994: Angrist and Krueger, 1991]

This earnings benefit is not limited to education at four-year colleges; it also accrues
from artendance at community colleges. {Thomas Kane and Cecilia Rouse, 7Labor Market
Returns to Two and Four-Year Coilege: I5 a Credit a Credit and Do Degrees Matter?? American
Economic Review, Vol. 85, No. 3, 1995 _

The wage premium for better-educated workers has exgandcd dramatically over the

past fifieen vears. In 1979, fuli-time male workers aged 25 and over with at least a

bacheior?s degree earned on average 49 percent more per year than comparable
workers with only a high school degree. By 1993, the difference had nearly
doubled. to 89 percent. [Economic Report of the President 1996, page i91.]

Economists have long argued over whether education causes higher earnings, or
whether those with better eamnings prospects -- for example, because of greater
‘innate ability -- simply consume more education. Recent analyses of compulisory
schooling laws (which force students to consume more education regardless of their
innate ability) and wage differentials between twins (who should have similar levels
“of innate ability) strongly suggest that schooling actuailv leads to higher eamings.
{Joshua Angrist and Alan Krueger, Does Compuisory School Adendance Affect Schooling and
Eamings; Quarterly Joumnal of Economics, November 1991; Orley Ashenfelter and Alan Krueger,
Estimates of the Economic Retumns to Schooling from a New Sample of Twins, American Economic
Review, December 1994.]

Job displacement studies show that better-educated workers are less likely to lose
their jobs than less-educated workers, although this advantage has declined over
time. If better-educated workers do lose their jobs. they are more likely to find new
jobs (which are more likely to be full-time), and they tend to suffer smaller

propomonai earnings losses than less-educated workers. [Henry S. Farber. The Changing
Face of Job Loss in the United States, 1981 1993 Department of Economu:s’ Princeton Umvers:ty,
March 12, 1996] .

Training workers also has ggﬁg t payoffs. Accordmg to academic research
conducted by Lisa Lynch before she became Chief Economist at the Labor _
Department, a year of either on-the-job training or formal training for workers raises
wages by about as much as a year of college education. [Lisa Lynch, Private Sector
Trammg and the Earnings of Young Workers, American Economic Rev:ew Vol. 82, No. 1, 1992]

Other srud.les conclude mat fmn-prov:ded training secms most effective when
combined with other innovative workplace practices. [U.S. Department of Labor, High

Performance Work Practices and Firm Performance, 1993; David Levine, Reinventing the Workplace:

How Business and Employees Can Both Wi_n (Washington: Brookings, 1993).].



Education and 1rzining boost economi¢ growth. Data from the Bureau of Labor
Statistics suggest that the rise in the average educational attainment of the workforce

accounted for one-fifth of the annual growth in productmw between 1963 and 1992,

{Economic Repon of the President 1996, pages 191-2]

International evidence reveals that, all else equal, those nations with the .highest
- school enrollment rates in the early 1960s tended to enjoy the most robust growth in

subsequem decades. [N. Gregory Mankiw, David Romer, and David Weil, A Contribution to the .

Empirics of Economic Growth, Quarterly Journai of Economics, Volume 107, May 1992.]



" PRESIDENT CLINTON FIGHTS FOR NEW INITIATIVES. TO HELP |
EVERY AMERICAN MEET THE EDUCATION CHALLENGES AHEAD

President Clmton remains committed ro improving educanon and has vowed to continue helpmg
Americans invest in their chddren s future. The Pres:dem has made the following proposals:

.+ NEW COLLEGE HOPE TAX CUT.
'+ NEW PELL GRANT EXPANSION.

. Dramatlc Expansxon of College Work Study: The President pmposed a dramanc expansion
of the College Work Study program. Increasing the number of students invoived in work study
from 700,000 to over | million students over the next five years wiil significantly expand a
" program' that reaffirms the American ethic, rewards hard work and helps ensure that all who -
want a higher education are able to afford it. The President has challenged colleges to use
- additional work study funds to promote public service by putting students to work in the
community. : :

. ‘Tuition Tax Deduction: The President has called for a tax deduction of up to $10,000 per year
for the cost of college tuition and training. Families could deduct up to $10,000 in tuition and.
- fees for post-secondary education. Over 17 million students and over 14 million families stand
to benefit from this proposal for tax relief to workmg families. :

. Coliege Merit Scholarships: The President called for the creation of the largest-ever merit.
based scholarship program, rewarding the top 5% of high schooi graduates in every school with
$1,000 grants toward the cost of college. If this proposal is enacted this year, 128,500

 graduating high school seniors will receive a scholarship to help ﬁnance their college education.

- » " National Service College Scholarshlps To Reward High Schooi Commumty Service:
President Clinton has challenged every high school student in the country to make a

. commitment to community service. To support this commitment, the President is asking all

* high schoois to make service part of their basic ethic and to raise $500 to reward a high school’
student who has done significant work to help his or her community. The federaj government
will then match the $300 to help that student go on to college. o

. ' Technological L_lterncy for the 21st Century: In his balanced budget, President Clinton
' ‘proposed the creation of a $2 billion, five-year Technology Literacy Chalienge to get
- connections to the Information Superhighway, computers, weli-trained teachers and challenging
. educational software into every classroom. The Challenge will stimulate state, local and private
. sector efforts to provide all children with greater opportunity to learn the skills they need to
. thrive in the next century. The Technology Literacy Chalienge will ensure that local mnovatlon-
'- keeps U.Ss. schools on the leading edge of learning technologies.

. Employer-Pnid Educational Assistance: To increase educauonal opportumty and prmnde
" incentives for companies to invest in their employees, the President has proposed permanently
extending the "Section 127" exclusion for employer-provided educational assistance. The .
section, which expired in 1994, ailowed employees to exclude employer-provided educational
. assistance from their taxable income. -In addition, the President has proposed -allowing smail
‘businesses a 10% tax credit for amounts paid for employee edueanon and training under a .

Seonon 127program | S /\



Higher Education Standards for Students and Teachers In order 10 ensure Amenca 5§
competitive strength. President Clinton has called for both public schooi students and teachers
to be challenged by meaningfui, rigorous standards and rewarded when they perform.

Charter Schoois: To ensure that parents have the opporrunity to choose a school for their
children. the President cailed on all 50 states 10 enact charter school laws. Twenty-one states
currently have laws providing for the creation of charter schools -- public schools, created and -
managed by parents, teachers and administrators. Charter schools have greater flexibility, but -
are held accountable for their resuits thmugh a performance-bascd contract w:th a jocal school
board state or other public institution.

" Public School Choice: President Clinton believes that information, competition and choice .
among public schools should be the rule. not the exception. Any parent who is dissatisfied with
either their child’s performance or the school’s performance should have thc opportumty to
choose a publ:c school that w:ll do better, ,

Parental Invoivement: Pres1dem Clinton swongly believes that parents are and should continue
to be their children’s first and most important teachers. President Clinton has catled on all
parents 1o take an active role in their children’s education. The President has aiso challenged

_ businesses and schools to be suppomve and family-friendly.



PRESIDENT CLINTON’S STRONG RECORD
OF COMMITMENT TO EDUCATION

"Peopie who work hard still need support to ger ahead in the new economy. They
need educarion and iraining for a lifetime. . .- More and more Americans are finding
that the education of their childhood simply doesn't last a lifetime.”

. - President Bill Clinton. State of the Union, January 23. 1996

PRESIDENT CLINTON’S STRONG RECORD OF COMMITMENT TO EDUCATION

Unprecedented Commitment to Education. The Clinton Administration has made an unprecedented
commitment to provide Americans with the educational opportunities they need to improve their skills
and maximize their potential. President Clinton has fought hard to help equip students with the educauon.
training and know-how necessary to keep America competitive. :

Investing in Educarion While Balancing the Budget. The President has compiled an impressive record
of achievement in improving the nation’s education system with a series of new reform proposals. While
bringing the deficit down by historic amounis and proposing a balanced budget within seven vears.
President Clinton has still made investing in education. a top priority. :

= Between 1992 and 1996, the dollar amount of aid to college and posi-secondary students --

inciuding loans, grants and 'work-smdv -~ increased from 322.5 biilion 10 538.3 bitlion.

= The President’s FY 1997 balanced budgex included a 24‘V increase in ma;or educanon and
training programs over 1993 levels.

A STRONG RECORD OF PROGRESS

. Head Start: President Clinton has made expanding and improving pre-schooling a priority for -
helping families give their children a good start on the right course. The President has increased
Head Start funding to provide early education to ____ of additionai children in need and is
- commirted to funding 1 million Head Start opportumues for preschool children by 2002 in h.lS
balanced budget.

. Raising Education Standards: In 1994, President Clinton signed into law the Goals 2000 Act
. which supports the development of standards of excellence for students and encourages grassroots

reforms to improve our schools. More than 45 states and thousands of schools participate in Goals

2000 and have dcvelopcd'tlmir own strategic plans for educational improvement based on raising

academic standards, improving teaching, increasing parcntal involvement and expa.ndmg the use of

technology 1n the classroom.

"+ °  Improving America’s Schools: By enacting the Improving America’s Schools Act, President
Clinton has given schools greater flexibility to use federal aid and develop effective teaching
_innovations 1o help students achieve their full potential. This law focuses on improvements in
' teachmg the basics in more than 50,000 schools and has a direct 1mpact on 7 million chiidren.

+ . School-to-Work Opportumtles Act: Slgned by President Clinton in May i994 this Act broadens'

educationai, career and economic opportunities for students not immediately bound for four-year
colleges through local parmerships among businesses, schools. community organizations and state

wmrd lanal Aanvernmmantt  Hvy amiiinming crnanrte uanth the vrnwiedea and elrille neracoary tn mniroiva



‘work or post-seconda.rv training, ths law helps ensure that Amenca will be capable of performmg
and prospering in a competitive giobal economy. :

Direct Lending' for College: President Clinton reformed the student loan program, making
college more accessable this year for 2.8 million students in the Direct Lending program who will
have access to flexible repayment options. including pay-as-you-earn plans Over 1,750 schools,
representing 30% of the total amount of loans, are expected to parncxpate in the Direct Lendmg
program this year. '

Pell Grants: President Clinton has consistently supported increases in the minimum Pell Grant,
which provides aid to help low income families pay for college. Under President Clinton, the Pell -
Grant has grown from $2,300 to $2,470. The President has also proposed an increase to $2, 700 in
" 1997 during which the program will provide grants to 3.8 million students. -

Natmnai Service: President Clinton created the AmeriCorps program -- signed into law in .
September 1993 -- (0-enable young people to eam money for college by 'serving their communities
" and their country. In the past two years, 45, 000 volunteers have worked in schools hospitals,
neighborhoods and parks. _

Access to Advanced Telecommunications: President Clinton enacted the Telecommunications
Act of 1996 to help ensure that schools, libraries, hospitals and clinics will have affordable access
to advanced telecommunications services. The Telecommunications Act can help connect each
child in every classroom throughout America to the Informaﬂon Superhghway - opemng up
worlds of knowledge and opportumnes to all students

Technology Learning Chalienge: President Chnton enacted this program to challenge

communities to form local parmerships between schools and private businesses 1o develop creative
new ways to use technology for leaming. Federal funds leverages local resources -- each federal

| dollar is matched by more than three dollars of local and pnvate funds. '

_ .Rellglous Freedom: President Chnton hclped end 30 years of uncertainty over school prayer and
the religious rights of students by directing Attorney General Reno and Secretary of Education
Riley to prepare guidelines outlining the many religious rights of students in our nation’s public
schools. According to the National Association of Schools Boards, the result has been a marked

- decline in uncertainty over rehglous expressmn in our public schools.

Character Education: President Clinton has been and remains a vigorous proponent of teaching
basic American values ‘and ‘citizenship in our nation’s public schools. The President has hosted
two White House Conferences on Character Education and has encouraged the development of
character educauon through the Improving America’s Schools Act :

School Uniforms: President Clinton has encomage(_i schools to consider school uniform policies
to help reduce violence while promoting discipline and respect. _ '

~ Keeping Children Safe in School: In response to the growing problem of violence in and around
our nation’s public schools, President Clinton enacted the Gun-Free Schools Act, which requires -
the immediate expulsion for one year of any student who brings a gun to school. The President

. also provided funding for enhanced school security, drug prevention programs and training .
teachers to deal with violence through the Safe and Drug-Free Schools Act..
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